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Condensed Statement of Condition, December 31, 1949 
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Other Securities and Obligations 
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Real Estate Bonds and Mortgages 


Bank Premises 
Other Real Estate 


Total Resources 


LIABILITIES 

Capital 
Surplus Fund 
Undivided Profits . 

Total Capital F on 
Deposits 
Treasurer's C ‘hecks Outstanding 

Total De — 
Acceptances 
Less: Own Acce ptanc es Held for Investment 


Dividend Payable 
Regular 
Extra — 

Items in Transit with Forei ‘ign B ranches ; 

Accounts Payable. Reserve for Expenses. Taxes, ete. 


January 3, 1950: 
$3,000,000.00 
2.000.000.00 


Total Liabilities 


'$2.267,416,947.26 


$ 586,973,444.91 


1,088,072,399.73 

—S ae 954,967,571.12 
$ 54,846,500.43 
9,000,000.00 
7,410,534.00 
9,613,956.14 
9,180,989.25 
5.385,197.89 

95,437,177.7] 

‘ 5,083,067.78 

‘ . * 41,302.86 


. $2,730,574,964.11 


$ 100,000,000.00 
200,000,000.00 
70,568,482.54 


$ 370,568,482.54 


32,439,051.74 
~ 2 «© « «© « « 2,299,855,999.00 
$ 7 089,264.31 
998,836.57 


$ 10,490,427.74 


5,000,000.00 
1,724,703.38 
12,935.351.45 


60,150,482.57 
. $2,730,574,964.11 


Securities carried at $118,968,756.80 in the above Statement are pledged to qualify for 


fiduciary powers, to secure public moneys as 


required by law, 


and for other purposes. 
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CORRESPONDENCE 


Insurance Trust Neglected 


Because of our favorable experience 
with life insurance trusts, I read with a 
great deal of interest the article by Ed- 
win H. White on “Insurance Option or 
Trust?” (Dec. T&E). In our bank, we 
receive about four life insurance trusts 
for every five will appointments. 

We are in no sense competing with the 
insurance agents or companies. A well- 
trained senior agent recommends the 
trust as often as the options. The agents 
with whom I have worked for years are 
thoroughly sold on the flexibility and 
personal administration of the life insur- 
ance trust. The reason many agents push 
the options and condemn the trust is that 
they are trained to sell the “package” and 
do not understand the trust. Therefore, 
it is not a matter of competition but 
rather of education. 


The life insurance trust is one of the 
most important tools in estate planning. 
It is the medium which eliminates the 
faults of outright payment to the bene- 
ficiary or the estate. It is the testator’s 
private bank which he leaves to his fam- 
ily. The trust will lend money to his 
estate or purchase assets from it; lend to 
or purchase from the testamentary trust; 
pay income to the family; and be a 
source of principal to the family when- 
ever it is needed. If the wife dies, there 
is no delay of probate nor any admin- 
istration expense, and the fund continues 
its flexible protection for the children. 


We have no substitute for the life in- 
come option. Family income and main- 
tenance plans are excellent. Cash left to 
a wife outright for her personal use is 
often left on the interest option with 
right of withdrawal. Policies having a 
342% option are never used in a trust 
if the cash needs can be covered in any 
other way. In hundreds of plans over the 
past eighteen years, I have probably 
channeled as much insurance into op- 
tional settlements as into trusts. The 
need is the thing; we may recommend all 
on the option, part option and part trust, 
or all in trust. 

My life insurance friends bring their 
policyholders and prospects to us for 
planning work. They recommend the 
trust where it best fits the need. Our 
work together has resulted in over 
$750,000 of new life insurance in 1949 
alone. This should prove that we are not 
“competing.” 

These trusts are clean and profitable, 
especially as we seldom have co-trustees. 
They take life insurance out of the easily 
dissipated cash settlements or rigid op- 
tions, and make it an integral, living part 
of the estate plan. 

R. C. Short, 
Trust Officer, 
Fulton National Bank 
Lancaster, Pa. 
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EDITORIAL... 


Two Ways to Make a Dollar 


ECONOMICS FOR THE WAGE EARNER 


| 
| 
| 





OLLOWING President Truman’s assertion that our 

national income could be raised to over $300 billion 
a year. came the projection, by Secretary of Commerce 
Sawyer. that the United States could attain an annual income 
of a trillion dollars by the end of the century, by maintain- 
ing the average yearly increase of 3% during the first 
half of the century. The increase has been even greater 
during the past twenty years. 

The important question is not how many dollars of in- 
come can we reach, but whether we reach it by productive 
means that maintain the value of the dollar, or by political 
means that sap that value. Physical output per capita has 
increased only about 2‘; a year in the past twenty years 
while the national income has increased, on the average. 
times that 
lower purchasing power of the dollar. It has been the 


four much. The difference shows up in the 


great delusion of the 20th century that income—personal or 
national—can be really increased by any other means than 
by producing the wealth for which it is a receipt or claim. 

There is a big job, a fascinating and challenging job 
facing every leader. whether of business, labor or political 
influence, during the coming vear. That is, to spread under- 
standing of the simple economic facts of business, of its 
payroll, profits and capital. Millions more dollars will be 
only fools’ gold if their value is not protected, if they are 
created out of the whole cloth of government deficits. or 
taxed away for non-essential use. 

Unless a wider appreciation of the source and role of 
money is transmitted, government deficits and taxes and 
unreasonable labor demands can vitiate what seem good 
prospects for business prosperity and personal welfare of 
all who provide skills and tools. Informative programs 
should be undertaken in banks as well as in industries and 
schools, for protection of the dollar is one of the most 
essential common interests of workers, producers and in- 
vestors. The effect of a hundred or a thousand well-informed 
bank employees in a community, able to discuss the daily 
economics of money, could be far-reaching and beneficial. 

But no one-sided indoctrinations will do anything but 
harm. There must be intelligent analysis of the effect of a 
pay-rise demand or a government spending or taxing pro- 
posal. The importance of a stable purchasing power for the 
wage dollar is generally admitted. But it is also known 
that corporate profits have quadrupled in the past ten years, 
while compensation to employees has tripled. 

The seemingly logical answer is to claim that wages can 
be raised out of profits and that government largesse can 
be financed by further taxes on business. The A.F. of L. 
has already indicated that a drive for “substantial” wage 
increases will be made in 1950. The snowballing pension 
demands also look to that source of funding, or to govern- 
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ment aid. The supporters of the Welfare State too seem to 
have a naive belief in the inexhaustible nature of business 
and the more well-to-do to finance the political experiments 
in socialism. 

Two recent statements are specially noteworthy. Dr. 
Vannevar Bush, eminent war-time head of the National 
Defense Research Committee, remarked that we cannot 
meet the Russian expansionist policy or provide our domes- 
tic security through “voting ourselves into Eden from a 
supposedly inexhaustible public purse, supporting every- 
one by soaking a fast-disappearing rich.” 

General Dwight Eisenhower summed up our prospects 
thus: “Our American heritage is threatened as much by our 
own indifference as it is by the most unscrupulous office 
seeker or by the most powerful foreign threat. The future 
of this Republic is in the hands of the American voter.” 


The American voter being the man and woman in our 





Production 
versus 
Paternalism 











own town, the employee and associate in our own business, 
the most satisfactory effort that any banker can make is to 
develop a program by which his staff is better able to under- 
stand the economics of money and business, and thus to 
inform his neighbors of the role of capital as a collaborator 


of labor, and of the alternatives of making or breaking the 
dollar. 
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Trusts Lead as Investors 
in U. S. Companies 


Reprinted from N. Y. Herald Tribune, Jan. 1, 1950. 


HE nearly 3,000 trust departments of the nation’s 

banks are the largest group of investors in stocks of 
American corporations, holding an estimated %17,000,000,- 
000 of common and preferred stocks in several thousand 
enterprises, according to Christian C. Luhnow, editor of 
TRUSTS AND EsTATEs. 

Mr. Luhnow notes that such investments are widely diver- 
sified among manufacturing, public utility, railroad and 
other industries, and that, in addition to the stocks, the 
portfolios hold more than $25,000,000,000 of industrial 


bonds, along with government securities and mortgages. 


“In spite of the decimation of large fortunes caused by 
inheritance taxes that take up to 77 percent of estates in the 
largest brackets,” he continues, “the volume of estate and 
trust funds and investment management accounts in trust 
departments has trebled in the last generation. This is largely 
due to the extension of trust services to people of moderate 
means. Many trust departments report that half of the 
estates they administer are under $30,000. Through use of 
the common trust fund, banks are also now able to provide 
economical investment management and diversified holdings 
for trust accounts of less than $50,000. Such funds are now 
in operation in sixty-seven trust institutions located in 
twenty-two states. 

“Once thought to be a richman’s service, trust depart- 
ments today are providing the same experienced facilities of 
efficient property management for some hundreds of thous- 
ands of people with small estates or investment funds, rang- 
ing from guardianship accounts of $1,000 or so for an 
orphan, or a few thousand dollars for a widow, to the 
management of millions of dollars for universities and 
charitable foundations. 


“There are no figures to show the amount of estates and 
trust funds managed by individuals, since they are not 
required, as are trust companies and banks, to report to 
government banking authorities, but it is still a substantial 
figure. Data supplied by the Federal government covering 
trust departments of national banks show that they now 
administer estate and trust funds of over twenty billions, 
compared with just over four billions, in 1929. The trust 
departments of the state banks and trust companies that are 
subject to state banking examinations have an even larger 
total of assets and accounts, and together they are putting 
billions of dollars worth of capital to work in American 
industry to provide workers with the best tools and equip- 
ment, and to provide income for the more than a million 
men, women and children, as well as for thousands of edu- 
cational, religious and charitable or civic institutions.” 
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Stock Prices 
and Dividends 


COMPARISON of the market value of stocks with 

dividend payments during the past few years discloses 
a peculiar inverse relationship. In the four years prior to 
1945, the market value of all listed shares on the New York 
Stock Exchange fiuctuated with the total cash dividend pay- 
ments (as publicly reported in Department of Commerce 
data). Since ‘at time, however, while dividend payments 
increased from approximately $3.9 billion in 1945 to nearly 
$6.1 billion in 1948, each year-end saw a lower price index 
figure,* and the total market valuation dropped from $73.8 
billion at the end of 1945 to $67 billion at the end of 1948. 
This in spite, too, of increased equity capital listings. 

While a number of factors combined to create this condi- 
tion, it is possible that two of these may have a more con- 
trolling influence than is generally recognized. First, the 
confiscatory tax rates in the upper brackets are forcing con- 
tinued liquidations from the larger estates which have been 
traditionally major holders of risk investments. This means 
a constant and involuntary pressure on the selling side of 
the market. Second, the double taxation of dividends. plus 
the fear of ever-increasing raids on the corporate profit 
dollar. if not by taxes then by labor wage (and now pension) 
demands, hardly encourages a compensating flow of new 
venture money. 

With equity investment becoming too expensive a luxury 
for those in the medium as well as high income tax brackets, 
and income taxes making the accumulation of investable 
surplus increasingly difficult, the problem of where to get 
the risk-money is indeed a major concern of industry. As 
in so many other parts of our economic machine, the 
insatiable demands of taxation are creating a slow-down or 
a politically subsidized competition. 








*Standard & Poor’s combined index of 416 stocks. 
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at my horoscope for this year!” 
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N focusing attention at a recent trust 

meeting of the Michigan Bankers As- 
sociation upon the much discussed theme 
of the addresses by Mayo A. Shattuck 
and Louis S. Headley before several 
Mid-Winter Trust Conferences, | had 
no idea that my remarks might prompt 
an invitation from TRUSTS AND ESTATES 
to elaborate. | do not have the temerity 
to assume the position of one qualified 
to sit on Olympus with these two gods 
of trust profundity. For the most part 
my observations are but attempts to 
reconcile and, at best, clarify the two 
schools of thought. 


Before we leave rules of law for 
academic theory and intellectual per- 
suasion, we might well record what 
appears to be the accepted ruling law 
investment duties. Pro- 
fessor Austin Scott writes, “It is the 
duty of a trustee to preserve the trust 
property and to make it productive.”! 
This is certainly not a small order. 

In Mr. Shattuck’s 1940 revision of 
Loring’s “A Trustee’s Handbook,” we 
find him at least supporting the rule that 
“a trustee must observe how men of 
prudence, discretion and _ intelligence 
manage their own affairs, not in re- 
gard to speculation, but in regard to 
the permanent disposition of funds, con- 
sidering the probable income, as well 
as the probable safety, of the capital to 
be invested” (p. 159). The Handbook 
also tells us (p. 156) that it is every- 
where considered improper for the trus- 


Vol. 2 “Scott on Trusts,’”’ 1197. 


on a trustee’s 
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Manager? 


Headley vs. Shattuck 


MODERN CONCEPT OF TRUSTEE’S FUNCTION 


PAUL THOMPSON 


President, Bay Trust Company, Bay City, Michigan 


tee to acquire or hold for an unreason- 
able period “investments as an_ indi- 
vidual or partner in carrying on a trade 
or business.” And again we find Pro- 
fessor Scott saying, “A trustee cannot 
properly use trust property in the car- 
rying on of a trade or business, even 
though it is not an untried enterprise 


(p. 1207). 
Evolution of Standards 


There is abundant material both in 
texts and ruling case law amplifying 
and refining the general rules pertaining 
to preservation of trust property and the 
duty to make this property productive. 
Granting, then, that these are the ac- 
cepted laws of the land, are we not 
then seeking new tenets which may be 
workable in that field of trust 
which, because of the facts and circum- 
stances, finds itself outside the pale of 
restrictions and limitations? 


cases 


We deal with that type of case where 
close corporation equities or control 
are involved as well as enterprises, part- 
nerships and working interests, and in 
cases where the decedent has not prop- 
erly attired the trustee with authority. 
Shall we adhere rigidly to this funda- 
mental law despite ever changing eco- 
nomic and social conditions, or shall 
we be lured down venturesome paths in 
search of greener fields in which to 
pasture our beneficiaries even though by 
so doing we assume obvious risks of 
corpus? 


Both legislatures and courts are re- 


cognizing the problems of trustees as 
they feel the impact from economic and 
social changes. Massachusetts adopted 
the Prudent Man Rule in 1830. By 
1900 only four states had subscribed 
to the theory, but by 1949 twenty-one 
states embraced this rule either by stat- 
ute or case law. Our use of equities ex- 
pands each year. As trustees we are as- 
suming risks every day which are not 
limited to well defined statute and case 
law, not through ignorance of the law 
nor because of a desire wantonly to 
flaunt the accepted rules of the game, 
but rather as an exception justified by 
the facts. This in itself is not in effect 
condoning a new theory of trusteeship. 


Both Mr. Headley and Mr. Shattuck 
have ably traced the history of trustee- 
ship from feudal England to our present 
time of threatened welfare state. They 
urge and contend that economic condi-’ 
tions have changed, social legislation has 
crept in, politics constantly frustrates 
the logical mind, corporate bodies have 
expanded beyond any dreams, and that 
these changes confront the trustee with 
difficult and hazardous problems. They 
contend further that these problems 
have had to be met and solved by 
stretching and permitting 
trust practices not heretofore accepted. 
But still do we not find that from be- 
neath all this change and confusion 
there rises majestically and challenging- 
ly, standing out in bold relief, the com- 
forting and soundly established rule of 
protection and preservation? 


decisions 
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As trusteeship has expanded, fiduci- 
aries have inherited and otherwise ac- 
cepted trusts which have imposed upon 
them, not ordinary duties of steward- 
ship. but extra-curricular responsibili- 
ties of ownership, operation and man- 
agement. Some of these unique situations 
are guarded by carefully drawn instru- 
ments supported by well prepared court 
orders which guide and protect the fi- 
duciary. These are proper, and both 
theories with which we are dealing seem 
to accept and welcome them into our 
expanding profession. 


The Exception to the Rule 


But what of situations where John 
Jones has not so thoughtfully surround- 
ed us with authority and dictates, and 
has failed to provide reasonable safe- 
guards? All of us have them, and in 
many. many instances nothing but rank 
injustice would have> been meted out 
to life tenants and remaindermen alike 
had we not pulled the belt a bit tighter, 
closed at least one eye to dogma and 
taken the plunge. Would we have been 
surcharged by some jurist of venture- 
some mind and propensities if we had 
sacrificed this business ownership 
through early liquidation? Let me illu- 
strate. 


| know of a case coming to a cor- 
porate trustee where not one penny of 
estate tax was paid—the entire estate 
was included in the probate inventory. 
no joint holdings or values existed out- 
side the general estate. The will was 
homemade and inadequate. There was 
no income, although desperately needed: 
there were assets to protect; there were 
urgent. pressing creditors and there were 
no adequate market values or markets. 
We were at the bottom of depression. 


The corporate trustee decided to hold 
and salvage, taxes were advanced. wi- 
dow’s allowance advanced and _ paid, 
loans provided, majority and minority 
stock interests retained, close direction 
of and cooperation with management 
maintained, all with the result that, in 
the course of several years, solvency 
was restored, profits mounted, yields 
became abundant and our risks were 
amply justified. That. I contend, is 
good stewardship, but completely un- 
orthodox, and yet I believe it should be 
practiced even though it proves an ex- 
ception to the rule. 


The Fundamental Tenet 


There is underlying, deep down in 
the metaphysics of our profession, a 
tenet which should not and cannot be 
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violated by a planned evolvement of the 
law. It is that the estate must be pro- 
tected; to protect, you must conserve; 
to conserve, you must throw around the 
estate every measure of care, caution 
and skill. The carelessness, inexperience 
and dishonesty of poor individual trus- 
teeship is one of the greatest contribu- 
ting factors toward the growth of cor- 
porate fiduciaries. We should, there- 
fore, be even more than just alert to the 
responsibilities of caution and care. 


To adhere to these sound laws of in- 
vestment administration does not per- 
mit broad and inclusive stewardship 
even to the extent of management. We 
are not fearful of these added respon- 


sibilities, but I believe that less harm 
will follow a close observation of our 
limited powers than would spring from 
creative and broad powers which, while 
well intended, seem to embrace a relaxa- 
tion from long accepted rules of pro- 
tection and provide a dangerous vehicle 
in any hands. 

Mr. Headley accepts many of Mr. 
Shattuck’s theories if the stage setting is 
proper. Mr. Shattuck accepts much of 
Mr. Headley’s dogma for he says it 
truly is the law of the land. What Mr. 
Headley is really saying to Mr. Shattuck 
is this: Yes, we all have problems to 
solve that are best suited by your ven- 

(Continued on page 58) 
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NEWS PARAGRAPHS... 


A. B. A. Trust Conference 


The 3lst Mid-winter Trust Conference 
of the Trust Division, American Bankers 
Association, will be highlighted by ad- 
dresses by Mayo A. Shattuck of Boston, 
and Louis S. Headley, president of the 
First Trust Co. of Saint Paul. Those 
who attended last year’s conference will 
recall the lively discussion on their 
views of the responsibility of the trustee 
in the conservation of wealth, to be held 
at The Waldorf-Astoria, New York City, 
February 6, 7, and 8. 


The program for the Conference was 
announced by John W. Remington, 
president of the Trust Division and vice 
president and trust officer, Lincoln Ro- 
chester (N.Y.) Trust Co., and includes 
the following: 


Feb. 6, 9:45 A.M. 


Presidential Addresses, by Mr. Rem- 
ington and F. Raymond Peterson, presi- 
dent, American Bankers Association; 
and chairman of the board, First Na- 
tional Bank and Trust Co., Paterson, 


N,' J. 


Feb. 6, 2:00 P.M. 
“Then and Now,” by Gilbert T. 


Stephenson, director, Trust Research 
Department, Graduate School of Bank- 
ing. 

“Trust Business in England,” by R. 
W. Jones, manager, Trustee Department, 
Westminster Bank, Ltd., London. 

“Recent Trends in Trust Legislation,” 


by Austin W. Scott, professor, Harvard 
Law School. 


Feb. 7, 9:15 A.M. 


“Economic Developments Affecting 
Trust Investments,” by Marcus Nadler, 
professor of finance, New York Univ. 

“Looking Ahead at Our American 
Economy,” Thomas W. Phelps, assistant 
to chairman of the board, Socony-Va- 
cuum Oil Co. 

“Revision of Trustees’ Fees in Bos- 
ton,” by Robert Cutler, president, Old 
Colony Trust Co., Boston. 


Feb. 7, 1:45 P.M. and 3:30 P.M. 
Shop Talk Sessions 


Cost Accounting Procedure: Robert 
A. Wilson, vice president, The Pennsyl- 
vania Co. for Banking and Trusts Phila- 
delphia, Leader. 


Estate Planning: Earl S. MacNeill, 
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vice president, Irving Trust Co., New 
York, Leader. 

Investments: Phillip P. Nolte, vice 
president and treasurer, First Wisconsin 
Trust Co., Milwaukee, Leader. 

Smaller Trust 
Stephenson, Leader. 


Feb. 8, 9:30 A.M. 


“Whither American Trusteeship?,” 
by Mayo A. Shattuck, Haussermann, 
Davison and Shattuck, Boston. 

“Trustees as Conservators,” by Louis 
S. Headley, president, First Trust Co. 
of Saint Paul. 


Departments: Mr. 


AAA 


Uninvested Trust Funds may 
Be Time Deposits 


The Federal Reserve Board has an- 
nounced its, decision that deposits of un- 
invested trust funds made by the trust 
department of a member bank in its 
own banking department may be prop- 
erly regarded as time deposits for com- 
putation of required reserves and for 
purposes of paying interest on the de- 
posit, under specified conditions. Three 
conditions were attached to the applica- 
bility of the decision to individual 
banks: 

1. The amount of uninvested trust 
funds deposited in the time account is 
determined monthly in good faith, “on 
a reasonable and conservative basis in 
the light of monthly reviews of anti- 
cipated requirements for the disburse- 
ment of funds within the near future, 
which show that no trust funds included 
in the deposit will be needed for the 
purpose of making such disbursements 
within the ensuing 30 days.” 


2. There must be a written agree- 
ment between the trust department and 
the banking department, qualifying the 
deposit to be regarded as a time ac- 
count by Federal Reserve definitions. 
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3. By advice of counsel or otherwise, 
the bank must be satisfied that the ar- 
rangement violates no State trust ad- 
ministration law and does not flaunt 
any trust instrument or court order. 


AAA 
New York Trust Earnings Rise 


Current operating earnings of state 
banks and trust companies in New York 
State during 1948 totalled $49,391,000, 
according to the recently released annual 
report of the retiring Superintendent of 
Banks Elliott Bell. This represented an 
increase of approximately 10 percent 
over the 1947 figure of $44,564,000 and 
also a slight advance in the ratio to 
total institutional earnings from 12.44 
to 12.91 percent. 


Banks in New York City accounted 
for all but $2,905,000 of the 1948 total 
trust department earnings and their ratio 
was 15.14 percent as compared with 
3.84 for the outside institutions. 


2 & 
Giannini Views 1950 
“Our economic fundamentals are 


sound, and the outlook is good for the 
New Year, especially the next six 
months,” according to President L. M. 
Giannini of the Bank of America. “If 
total industrial production in this coun- 
try is a little lower in dollar volume in 
1950,” Mr. Giannini commented, “it 
probably will be due to the price reduc- 
tions effected during the past year. The 
physical volume of goods produced and 
sold should remain high.” 


A AA 


Insurance at New High 


New life insurance written in 1949 
amounted to more than $23 billion for 
America’s 80 million policy holders, the 
Institute of Life Insurance has reported. 
This brings the figure to a new high 
with an increase of $12 billion over 
1948. It is the fourth consecutive year 
of record purchases and is double the 
pre-war level. Since the war, Americans 
have bought nearly $100 billion of new 
life insurance, as much as the total 
owned in the country in 1935. 


A record peak of payments reached 
$3,500 million for the year, with death 
payments at a high of nearly $1,500 
million, not because of poorer health 
but because of greater life insurance 
ownership. Payments to living policy 
holders, which make up 57% of total 
payments, amounted to more than $2 


billion. 
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Dodgers Estate Settled 


No appeals having taken within the 
legal time limit from a decree of Kings 
County Surrogate McGarey settling the 
estate of Charles H. Ebbets, one-time 
owner of a 50% interest in the Brook- 
lyn “Dodgers,” the Brooklyn Trust Co., 
one of the co-executors of the estate, 
began distribution of $838,558.32 on 
December 14. All objections to the ex- 
ecutors’ accounting had been previously 
withdrawn. | 

A total of 22 heirs and estates of 
deceased heirs will share in the dis- 
tribution. Cash for the settlement of the 
estate was provided principally by the 
sale in 1945 of the Ebbets interest in 
the Dodgers for $800,000 to Branch 
Rickey, John L. Smith and Walter F. 
O'Malley. 

& & & 


Trustmen Host To QMDRT 


The United States National Bank of 
Portland, Oregon, played host to mem- 
bers of the Oregon Quarter Million 
Dollar Round Table recently at a din- 
ner honoring the local life underwriters. 
Following the dinner, R. M. Alton, vice 
president and trust officer of the bank, 
paid tribute to the work being done by 
the life underwriters in selling security 
to the American people. He also com- 
mented on the pleasant relationship be- 
tween the two groups. 

Wilfrid E. Jones, director of public 
relations for the National Association 
of Life Underwriters, spoke briefly on 
the mounting importance of the closer 
cooperation between trust officers and 
life underwriters, citing the increasing 
number of life underwriter-trust coun- 
cils. He urged the life underwriters of 
Oregon to form such councils. 


B 6&6 & 
U. S. Seeks Snuff Fortune 


Latest episode in the 19-year, fabu- 
lous story of the multi-million dollar 
estate of Mrs. Henrietta Garrett, heir 
to the snuff fortune, is the attempt by 
the United States government to claim 
the entire. amount now estimated at 
$30,000,000. This new claim (some 26,- 
000 claims have been rejected by the 
Philadelphia Orphans’ Court) is based 
on one asserted by an alleged first 
cousin who resided in Germany at the 
time of his death. Contending that he is 
the only rightful heir of Mrs. Garrett, 
who inconveniently left no will, the gov- 
ernment maintains that it succeeds to his 
interest because his property became sub- 


™ ject to seizure when war was declared. 
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N. Y. Trust Committees Named 


Aurie I. Johnson, chairman of the 
New York State Bankers Association’s 
Trust Division and vice president, First 
Trust and Deposit Co., Syracuse, has 
announced the election of Wilfred Wot- 
trich, vice president of the Manufactur- 
ers Trust Co., New York, to a three-year 
term on the Trust Division’s Executive 
Committee. Baldwin Maull, vice presi- 
dent of the Marine Midland Trust Co., 
New York, was also appointed to a term 
ending in 1950. Mr. Johnson also an- 
nounced the personnel of five commit- 
tees, whose chairmen are: 

Trust Investment Study: Bascom H. 
Torrance, vice president, City Bank 
Farmers Trust Co., New York. 

Trust Operations: William T. Haynes, 
vice president and secretary, Marine 
Midland Group, Inc., Buffalo. 


Trust Business Development: Paul 
Campbell, assistant vice president and 
secretary, United States Trust Co., of 
New York. 

Trust and Estate Law: Herbert A. 
Jones, vice president, National Commer- 


cial Bank and Trust Co., Albany. 


Common Trust Funds: Hollis B. 
Pease, assistant vice president, Central 
Hanover Bank and Trust Co., New York. 


A AA 


New Orleans Council 


The second annual meeting of the 
New Orleans Life Insurance and Trust 
Council elected new officers and heard 
Daniel J. Reidy, general counsel of 
Guardian Life Insurance Co., discuss 
estate taxes. Malcolm L. Dinwiddie, 
C.L.U., of Penn Mutual Life, was elected 
president; Kenneth Baetjer, trust officer 
of Hibernia National Bank, was named 
vice president; Thomas C. Nicholls, 
C.L.U., of New England Mutual Life, 
secretary; and Andre C. Lapeyre, vice 
president and trust officer of Hibernia, 
treasurer. 

A AA 


Bank Gets Two Common Funds 


On December 14, Lincoln Rochester 
Trust Co. was authorized by the New 
York State Banking Department to es- 


tablish two common trust funds, one 


legal and the other discretionary. 

The Department’s annual report cites 
the establishment of funds by six insti- 
tutions during 1949, three of the funds 
having been authorized in the previous 
year. As of the year-end, there were one 
legal and nine discretionary common 
trust funds in operation in nine banks. 


Common Fund for 
Continental 


The board of directors of the Con- 
tinental Illinois National Bank & Trust 
Co. of Chicago have approved the es- 
tablishment of a Common Trust Fund, 
it is revealed in the annual report to 
stockholders by Chairman Walter J. 
Cummings. The fund started December 
Ist. 

A AA 


Oklahoma Trust Meeting 


The trust departments of Oklahoma 
City banks were hosts at a dinner meet- 
ing on December 12, addressed by Paul 
G. Roth, assistant secretary, Central 
Hanover Bank and Trust Co., New York, 
on the development of new trust busi- 


ness. 
A AA 


A.B.A. Trust Division 
Committee Chairmen 


Common Trust Funds: A. W. Whittlesey, 
vice president, The Pennsylvania Com- 
pany for Banking and Trusts, Phila- 
delphia 

Corporate Trust Activities: Carl E. 
Buckley, vice president, Chase National 
Bank, New York 

Cost and Charges: Robert A. Wilson, vice 
president, The Pennsylvania Company 
for Banking and Trusts 

Employees’ Trusts: Carlysle A. Bethel, 
vice president and trust. officer,Wach- 
ovia Bank & Trust Co., Winston-Salem. 

Fiduciary Legislation: Paul C. Wagner, 
vice president, Fidelity-Philadelphia 
Trust Co. 

Operations for Trust Departments: 
George C. Robinson, trust operations 
officer, Fidelity-Philadelphia Trust Co. 

Trust Information: Harve H. Page, sec- 
ond vice president, The Northern Trust 
Co., Chicago 

Trust Investments: Philip P. Nolte, vice 
president, First Wisconsin ‘:.‘ust Co., 
Milwaukee 

Trust Personnel: Walter Kennedy, pres- 
ident, First National Bank, Montgom- 
ery, Ala. 

Trust Policies: M. W. Lowell, vice pres- 
ident, Continental [Illinois National 
Bank & Trust Co., Chicago 

Relations with the Bar: Leon M. Little, 
vice president, New England Trust Co., 
Boston 

Relations with Life Underwriters: N. 
Baxter Maddox, vice president and 
trust officer, First National Bank, At- 
lanta 

Relations with Supervisory Authorities: 
James W. Allison, vice president, 
Equitable Trust Co., Wilmington, Del. 

Taxation: William E. Anderson, vice 
president and trust officer, Central 
Trust Co., Cincinnati 
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INCOME TAX RETURNS FOR ESTATES 


TYPICAL FIDUCIARY PROBLEMS UNDER FEDERAL TAX 


JOHN E. WILLIAMS 


Trust Tax Officer, Provident Trust Company of Philadelphia 


LTHOUGH seven years have passed 

since the enactment of the Revenue 
Act of 1942 with its important changes 
affecting the income tax of estates in 
process of administration, the new rules 
are sometimes overlooked. In _particu- 
lar, allowable deductions are not taken 
in some instances for administration ex- 
penses under Code Sections 23(a) (2) 
and 162, for deductions in respect of a 
decedent under Section 126(b), and for 
a share of the federal estate tax under 
Section 126(c). 


In the belief that it would be timely 
to review the 1942 changes and other 
essentials involved in the intricacies of 
estates’ income tax returns, the illustra- 
tions that follow have been adapted 
from actual returns filed for estates in 
process of administration. 


INDEX TO ESTATES 

Income in respect of a decedent— 
A, &. CG, B..&. 4, @. 

Gains & losses on disposition of assets— 
n & &. Bt 

Deduction of administration expenses— 
F. 

Deductions in respect of a decedent— 
J, K, O. 

Deduction for share of the federal estate 
tax—A, B, C, D, J. 

Distribution of income to beneficiaries— 
i a Fe 


Credit for 2% tax-free covenant bond 
interest—N, O, P. 


Expenses applicable to tax-exempt income 
—_S. 


Apportionment of tax between Income and 
Principal—O. 

Requirements for filing Form 1099— 
Q. 

Requirements for filing a copy of the 
instrument—R. 


Estate A 


The decedent had been an officer of a 
corporation which had a bonus plan in 
which officers and employees _partici- 
pated, but at the sole discretion of the 
president, according to the company by- 
laws. Our decedent had participated in 
the plan during his lifetime, and after 
his death was designated by the com- 
pany president to participate in the 


12 


bonus plan for the year of death. The 
executors were notified in March of 
the year following death, and in ac- 
cordance with the by-laws of the em- 
ployer corporation, payment was made 
to his estate. 

Even though the decedent had no 
legally enforceable right to the bonus 
during his lifetime, on the authority of 
Edgar v. O’ Daniel, 10 T.C. 631 (affirmed 
CCA-2) the bonus was reported as gross 
income for the estate in the year of 
notice and receipt, as income in respect 
of a decedent, and a deduction was 
taken for a portion of the federal estate 


tax as authorized by Section 126(c) of 
the Code. 


Estate B 


The preparation of the fiduciary fed- 
eral income tax return for this estate 
involved a very much simplified use of 
Section 126(c), the deduction of a share 
of the federal estate tax applicable to 
income in respect of a decedent. The 
testatrix died early in the year with no 
income producing assets, and no un- 
paid expenses deductible under Section 
126(b). She had been life tenant of a 
substantial trust under the will of a rela- 
tive and at her death her interest in the 
income on hand and accrued income 
was computed to be $5,198.46. 


The income on hand was $4,298.56 
and the accrued income collected later 
in the year but also payable to our 
estate amounted to $899.90. The trustee 
under the will gave this break-down upon 
request, and stated that there was no 
exempt nor partially taxable income in- 
cluded. It was clear that $899.90 was 
income in respect of a decedent, report- 
able by our estate and entitling the 
estate to a deduction for a share of 
federal estate tax. 


The net estate before exemption was 
estimated to be $76,432.90 for federal 
estate tax purposes, and the tax com- 
puted as $1,207.62. If the accrued in- 
come of $899.90 had not been includible 
in the gross estate, the federal estate tax 


would have been $1,108.63. The differ- 


ence in federal estate tax, or $98.99, 
was therefore deducted in the fiduciary 
federal income tax return of the estate 
as Item 12, explained in Schedule F 
as “Share of federal estate tax applicable 
to income in respect of a decedent re- 
ported as Item 5.” 


Estate C 


The same general problems were 
raised as in Estate B, but the income 
in respect of a decedent consisted of 
several items, collected in two years. 
These items totalled $502.10 and repre- 
sented accrued interest on bonds owned 
by the decedent and dividends of record 
before death but payable after death. A 
copy of the “inventory and appraise- 
ment” filed with the Register of Wills 
afforded an easy and accurate work 
sheet for computing the income in re- 
spect of a decedent. Collections of ac- 
crued income were marked on the in- 
ventory copy with the date of receipt 
up to the end of the first income tax 
year. The accrued income items un- 
marked at the end of the first year were 
marked with the date of receipt in the 
second year, as follows: 

70,000 New York Central Railroad Co. 

Cons. Ser A 4% due 2/1/1998 

Int. due 2/1 & 8/1 @ 70 

(New York Sales prorated 

8/21 & 8/27 19,000.00 
Interest from 8/1/47 to 8/22/47 163.30 
Collected 9/19/47 (bond sold) 

65,000 Phila. Transportation Co. Cons. 

Ser. a 3 - 6% due 1/1/2039 

@ 79-3/8% (Smth, Jones & Co.) 51,593.75 

Interest from 7/1/47 to 8/22/47 276.30 

Collected 1/2/48 
50 Sh. XYZ Co. Par-$100. Incorp. 
im 2. 2. 


@ 52-1/4 (N.Y. Sales) 2,612.50 
Div. payable 8/30/47 62.50 


Collected 8/30/47 


The estate tax was computed to be 
$135,289.10 with the accrued income 
included, or $135,133.45 without the 
accrued income. With or without the 
accrued income, the estate reached the 
31‘¢ federal estate tax bracket, taking 
into account the 80% credit against 
basic tax for state death taxes. The 
estate tax attributable to the total of 
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accrued income was therefore computed 
as 31% of $502.10, or $155.65. As ac- 
crued income of $225.80 was collected 
in 1947 and accrued income of $276.30 
was collected in 1948, the deductions for 
federal estate tax on the fiduciary federal 
income tax return were as follows: 

For 1947: 225.80/502.10 x 155.65 or 70.00 
For 1948: 276.30/502.10 *« 155.65 or 85.65 





Total 155.65 


It may be noted that use of the high- 
est effective estate tax rate against ac- 
crued income collected each year, is a 
short-cut calculation which will give the 
correct answer if the subtraction of total 
accrued net income in respect of a de- 
cedent from the net estate before ex- 
emption does not change the top effective 
rate. and if there will not be an excess 
of deductions in respect of a decedent 
over income in respect of a decedent in 


any one year. 


Estate D 


The decedent had purchased $5,000 
U.S. Savings Bonds, Series E, in 1943. 
The decedent had been on a cash basis 
and had not elected to report the ac- 
cumulating discount each year. The 
honds were appraised in the decedent’s 
estate at $4,000, representing an incre- 
ment of $250 in value. The executor 
redeemed the bonds at 81 for $4,050. 
The increment of $250 to date of death 
was “income in respect of a decedent” 
“Interest on Government 
in Item 4 of the fiduci- 


ary federal income tax return, and giv- 


reportable as 
obligations. ete.” 


ing rise to a deduction for a portion of 
federal estate tax under Code Section 
126(c). 


The additional $50 of discount accu- 
mulated after death and prior to re- 
demption was also reportable in Item 4 
of the return. but 
did not afford a deduction for a share 
of the For fiduciary 
accounting purposes, the $250 of incre- 


executors fiduciary 
federal estate tax. 


ment belonged to Principal and the addi- 
tional $50 to Income. 


. . 
Estate E 


This case might well be headed “Sell- 

Beware!” A very successful life in- 
surance agent was killed in an automo- 
hile accident, leaving a will but practic- 
ally no marketable assets except the right 
to receive renewal commissions. The 
widow qualified as executrix and, anxi- 
ous to realize on the one large asset, 
sold the rights to future commissions to 
the insurance company for a considera- 


tion of $100,000. 


JANUARY 1950 


She did not realize that the income 
tax on the sale would be $59,000 as 
compared with an estimated total of 
$23,000 if the commissions had been 
paid at the rate of $10,000 a year for 
ten years. Under Code Section 126(a)- 
(2) the sale of the rights to commissions 
had to be included in gross income in 
the amount of $100,000 in the year the 
sale was consummated. 


Estate F 


The decedent died in March 1948, and 
by the end of the calendar year it was 
evident that the gross estate for federal 
estate tax purposes would be approxi- 
mately $65,000. Executor’s commissions, 
attorney's fees and other expenses of ad- 
ministration totalling approximately 
$5,000 had been paid. If these expenses 
were used as deductions for federal 
estate tax. the saving in estate tax would 
be $150, but the income tax saving was 
almost $1,000, and consequently these 
administration expenses of the estate 
were deducted in the federal income tax 
return and not in the federal estate tax 
return. 


A waiver in duplicate was filed with 
tax return (it could have 
“with the Commissioner or 
> under the Feb- 
ruary 16. 1949 amendment to Reg. 111. 
Sec. 29.162-1) listing the administra- 
tion expenses deducted in Item 13, and 


the income 
been filed 


with the Collector . 


with the following paragraph “These 
deductions for administration expenses 
have not been claimed or allowed as 
deductions from the gross estate of the 
decedent under Internal Revenue Code 
Section 812(b), and the estate hereby 
waives any and all right to have these 
deductions allowed at any time as de- 
ductions under Section 812(b).” 


Estates G & H 


G died in January 1948, leaving his 
entire estate to H, who died in March 
1948. G held a large block of stock with 
a value of $40 a share. which had in- 
creased in value to $80 a share when H 
died. In September, when it was de- 
termined to sell the stock for the then 
market value of $90 a share, the stock 
was formally transferred to the estate 
of H and then sold from the second 
estate in order to reduce the income 
tax profit to $10 a share instead of $50. 
The executors were careful to make the 
sale more than six months after H died 
to obtain the advantage of a long term 
capital gain and the alternative tax 
calculation. 


Estate I 
The decedent died March 9, 1948, 


and the executors elected the calendar 
year for the fiduciary federal income 
tax returns of the estate. Before De- 
cember 31, 1948. a number of securi- 
(Continued on page 53) 
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State tax collections for 1948-49 showed startling contrasts between neighboring states, and 

states of similar economic standing, Commerce Clearing House reports. The variations are 

illustrated by the accompanying map showing the total collections in millions of dollars 

for each state, and the per capita tax burden by states. All figures are based on a recent 

Census Bureau report. The state of Louisiana collected the highest tax per person in the 

nation, approximately $92.19. Nebraskans paid the lowest, approximately $35.92. Leading 
the nation in total tax collections is New York with $893. 
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| y 4 Wig Sales ob of 1950: 
SOUND ECONOMICS 


ASA V. CALL 


President of the Life Insurance Association of America 


HERE used to be a saying “as 

sound as a Yankee dollar.” You 
don’t hear that as often or with much 
assurance any more. The British pound 
note once was exchangeable for a pound 
weight of sterling silver, and later it 
was exchangeable for gold. When that 
ceased to be the case the pound began 
its decline in public confidence. The 
dollar is headed in the same direction; 
fortunately for us, more slowly. 


The dangers to the soundness of any 
currency are rooted deep in human na- 
ture. All of us yield at times to the 
temptation to try to achieve something 
for nothing; which is only another way 
of saying to achieve something at some- 
body else’s expense. As long as we have 
a government which performs the func- 
tions of protecting us against those who 
would seek to take our money or pos- 
sessions without compensation, this 
tendency to take advantage of the be- 
longings of others is held in check. But 
when a government itself becomes pred- 
atory, a good part of our protection 
vanishes. 

From each one of us a part of our 
earnings are wrested to provide mythical 
services and “benefits,” many of which 
are wasteful and even harmful. Our na- 
tional budget now considerably exceeds 
forty billion dollars a year. A tremend- 
ous part—at least a third of it—is 
dedicated to the task of making millions 
of people dependent on government for 
all or a part of their incomes. 


Billions for Tribute 


That one-third includes the cost of 
old age and survivor benefits. It includes 
the cost of subsidies for farmers, their 
own particular form of social security. 
It includes the cost of R.F.C., which is 
the business man’s social security. It 
includes the Marshall Plan or ECA 


From address at the Associations annual meeting, 
Dec. 15, 1949, by the president of the Pacific 
Mutual Life Insurance Co. of Los Angeles. 
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grants to foreign governments, which 
are a form of social security not only 
for a good part of the outside world, 
but also for some of our own farmers 
and industrialists. It includes the so- 
called “insurance refunds” to veterans, 
which constitute a form of bonus pay- 
ment out of the public treasury. 


Every one of those is a variation of 
the social security principle—taking the 
incomes from those who earned them 
and, for the benefit of others who did 
not earn them, redistributing them ac- 
cording to the ideas or whims of still 
others who did not create them. 


If we include the foreign aid grants 
with the costs of preparation for future 
wars, then almost one-half of our 40- 
odd billion dollar budget is being spent 
presumably to fight off foreign collectiv- 
ist threats to our security, our liberty 
and our way of life. And yet a vast part 
of the rest is being spent here at home 
to promote steps leading us inexorably 
toward exactly the same kind of collec- 
tivism—the same ideas, the same labels, 
the same fallacies—which can have only 
the same result. 


No nation, not even one as strong 
as this one, can survive, much less 
maintain the soundness of its currency, 
while continuing to pursue policies of 
deficit financing, of ever-broadening sub- 
sidies, of buying up and destroying food- 
stuffs just to keep the price high, of 
artificially supporting prices of govern- 
ment bonds, of encouraging consump- 
tion and even criminal wasting of our 
goods and resources, and of penalizing 
production of useful things and services. 


Prosperity by Squandering 


The belief that these policies are good, 
or necessary has been promoted so 
effectively and so long that it has taken 
too firm a root in our national think- 
ing. It receives credence and support 
in our educational institutions; even in 


our churches. It forms the pattern for 
much labor union thinking and activity. 

The defenders of government spending 
say boldly that the real menace to pros- 
perity is saving; that the way to achieve 
prosperity for all is for the government 
to spend and spend, and the more it 
goes into debt the better, since it can 
always control the federal reserve banks 
and borrow money from itself. Rapidly 
increasing debt, they say, is the price 
we pay for prosperity and is a calcu- 
lated risk. But the planners do the cal- 
culating and let the taxpayers take the 
risk, 

With such theories seemingly endorsed 
by the voters time after time at the 
polls, what hope can there be for the 
preservation of our nation, for the safety 
of our savings, for the soundness of our 
currency? What hope is there when 
even many of our business leaders, our 
chambers of commerce, who should see 
the danger signals, seem blind to what 
they mean? When some of our promi- 
nent economists and business analysts 
see guarantees of “good business” in an 
ever-increasing spiral of government 
spending and deficit financing? 


If the theories of the planners are 
correct then we have committed grave 
errors in encouraging thrift and saving. 
It has been a monstrous mistake to en- 
courage individuals to provide their own 
security through life insurance and other 
savings instead of squandering their in- 
comes, going into debt, and depending 
on other taxpayers to provide for them. 


Set Up Your Own Fact-Finding 
Program 


The only hope for our economic sal- 
vation lies in a determined expansion of 
an informational program, beginning 
with an educational campaign within our 
own organizations. We should prove to 
ourselves the facts about our economic 


(Continued on page 51) 
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A significant year 








January 1950 


The end of 1949 rounds out a period of significant develop- 
ment at National Dairy. The fundamentals of our business are 
securely established in four important relationships—with the 
producer, with the consuming public, with our divisic .s and 
their employees, and with our stockholders. 


Translated into business terms, this means supplying prod- 
ucts of fine quality at fair prices, and insuring a fair return to 
those who have invested in National Dairy Products Corporation. 


Implicit in our program is a contribution to the nation’s 
health and welfare. In 1950, as in the past, National Dairy is 
dedicated to the wider use and better understanding of dairy 
products as human food...as a base for the development of 
new products and materials ...as a source of health and enduring 
progress on the farms and in the cities and towns of America. 


RQA.thi Otnn2Q 


PRESIDENT 


NATIONAL DAIRY PRODUCTS CORPORATION 


NATIONAL DAIRY 


PRODUCTS CORPORATION 
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EMPLOYEE EDUCATION 
y Ketter —P  blic Rhodes 


C. A. HEMMINGER 


Director Public Relations, American National Bank and Trust Co., Chicago 


men seem to be convinced that—in 
banks as elsewhere—public relations be- 
gins at home. Nevertheless, there is evi- 
dence that, while bank management has 
accepted this concept in principle, a 
lot of banks in fact are still doing a 
less than adequate job of communica- 
ting their public relations philosophies 
to their employees—and through them 
to their various publics. 


\ MAJORITY of bank management 


Recently, the executive director of a 
trade association requested a friend 
of his — a market research specialist 
—to “shop” several Chicago banks. At 
each bank, the shopper presented him- 
self to the guard or floorman as a pros- 
pect seeking to open a checking ac- 
count. In nearly every bank—including, 
alas, American National—the prevailing 
atmosphere of good human relations was 
marred by a few rough edges, indicating 
a need for better public relations educa- 
tion. 
the shopper 
reported, “the people I talked with 
seemed to have been taught the proper 
routines; without becoming really versed 
in them. They performed in a perfunc- 
tory manner, as though they had learned 


“In several instances,” 





the rules by rote, but not how to present 
them, or in some cases, why they ex- 
isted.” 

There, in a nutshell, is why we at 
American National are making a con- 
certed effort to pour our people so full 
of information that the right answers 
will flow from them easily and natur- 
ally. But we believe it can be done. 


The Substructure First 


The man who spearheads this pro- 
gram is our personnel director, Joseph 
Herrmann. Working with top manage- 
ment committees, he has constructed a 
firm foundation of job evaluation, merit 
rating, induction, orientation and train- 
ing routines, and the other practices 
which help create a well-adjusted busi- 
ness “family”—ready to learn, and to 
apply, the right kind of human relations 
routines. 

Concurrently, he started telling our 
180 employees the basic facts of life 
about our bank and the economy which 
makes it possible for us to operate. His 
method is not to force knowledge upon 
our employees in large, indigestible col- 
lops. It is rather to offer them a varied 
diet of palatable, interesting, pertinent 


American National staff members meet regularly with personnel and public relatons officers 
to discuss their dealings with customers and the public. 
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facts, and, wherever possible, to tie 
these facts in with direct employee bene- 


fits. 


In using this approach, Mr. Herrmann 
is applying a technique recently summed 
up by Dr. Claude Robinson of the Opin- 
ion Research Institute in these words: 


“The proper interpretation of company 
profits and operations to workers and the 
general public is one of the most import- 
ant responsibilities industry has to fulfill 

... This calls for a better dramatization 
of the fact that employee and management 
interests are common ... The public re- 
lations approach is simple: It is to talk 
affirmatively; it is to talk first about ends, 
and second about means to ends.” 


Manual for New Employees 


One of the basic tools used to explain 
our bank to employees is the booklet 
“Your Job With National.” 


distributed to every employee each time 


American 


a revised edition is published, and given 
to all new employees, along with pamph- 
lets explaining our insurance and retire- 
booklet 


is brief (28 pages), simply written, and 


ment plans. The introductory 


illustrated with photographs of Ameri- 
can National people at work. In a prefa- 
Stern 
points out that the employee who de- 


tory note, President Lawrence F. 


cides to join American National has 
cast his lot with a strong, growing and 


relatively young bank. 


The booklet has four sections: the In- 
troduction is a brief history of the bank: 
The Bank and Its Services states simply 
the functions and services: The Bank 
Offers You 
aries, promotions, vacations, absences, 
and the like, and outlines the benefits 
provided for employees such as: 


summarizes policies on sal- 


com- 
pensation for suggestions and new busi- 
ness, the employees’ cafeteria, rest and 
recreation facilities, and our insurance 
and retirement plans, and You and the 
Customer, discusses the importance of 
good customer relations. 


The booklet is not “thrown at” the 
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new employee, but is introduced to him 
during the course of his vestibule train- 
ing which covers a wide range of in- 
duction and orientation routines. Each 
chapter is discussed, informally but thor- 
oughly, and all major questions of fact 
and policy are completely explained. 


“A Report to the Staff” 


Last year, to arm the bank’s staff 
with still more factual information, Mr. 
Stern asked the personnel and public 
relations divisions to collaborate on a 
special annual report for employees. 
The result was “A Report to the Staff,” 
which presents in simple, non-technical 
language the facts about the bank’s 
activities in 1948, and specifically how 
they affect the individual employee. This 
type of report is something of an in- 
novation in banking. To the writer’s 
knowledge, only a few financial institu- 
tions—among them the Lincoln Ro- 
Trust Co.—-have up to now 
used this type of report as an employee 


chester 


education tool. In explanation of our 

report and the philosophy behind it. 
president Stern said: 

. there should be a more personal 

report to the staff than is represented in 

There 


mind 
which you would like to have answered 


the usual accounting statements. 


are probably questions in your 


and we want you to have these answers... 

facts about the operation of the bank— 

directly from the bank itself.” 

An introductory note speaks frankly 
about some subjects not usually men- 
tioned in  employer-employee —confer- 
ences. One of these is that American 
National's phenomenal rate of growth, 
in common with general banking trends, 
levelled off during 1917 and 1948, and 
that. as a result, management is now 
emphasizing the job of consolidating 
gains made during previous years. 

Graphic charts illustrate the four 
main headings: 

Where Do We Get Our Income Dol- 
lars? (29%; 
loans, 16% 


from securities, 55°° from 
from fees) ; 

What Happens to Our Income Dol- 
lars? (03‘. for salaries; 16° for addi- 
tional capital, reserves, and dividends: 
12‘. for taxes. and 9°¢ for rent, adver- 
tising, FDIC assessments, interest and 
other operating costs) ; 

Employee Benefits (A total of $310 
a year per employee was paid out for 
henefits in 1918, including, pension 
trust, $152; cafeteria, $72; group in- 
surance, $55; special pension reserve, 
316; recreation, medical aid and educa- 
tion, $18; and miscellaneous benefits, 
$4) and, finally, 


JaANuAaRY 1950 
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ABOUT THE FUTURE? 
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The above charts illustrate whet hme happened in our bank's growth in the 
past len years. Thies is © record of accamplishuent which certainly provides 
aéeoqmte inepiration for the years ahead. It sham whet group Cooperation 


and effort can 40 in « relatively short tise 


WHAT HAPPENS TO OUR INCOME DOLLARS? 


Almost 3/4 (72.9) of ow incam 
Gollare are epemt for salaries, 
gee, rem’, advertising, 7.0.1. 

» smerest paid am anv- 
ings amd other operating expanses. 


108 of our total incam éoller 
gore for atéitional crpitel. 
reserves for comingencics, 
ard 4ividend payee. 


“A Report to the Staff,” given to every employee shortly after the year’s end, emphasized 
the human side of the bank’s accounting statement. 


A Look at the Future (Graphs show- 
ing indices of growth since 1938). 

On the basis of comments from the 
staff. the report was an unqualified suc- 
cess. As an objective check of its effec- 
tiveness, our personnel committee con- 
ducted a contest with prizes for employ- 
ees who wrote the best appraisals of it 
mentioning what they did and did not 
like and what additional information 
they would like to have seen included. 
Contestants submitted many worthwhile 
suggestions which will be put to future 
use. 


An additional increment of this ré- 
port was widespread publicity in news- 
papers, banking publications and vari- 
ous other periodicals, as a result of 
which the bank received more than 400 
letters requesting copies and dozens of 
letters of comment from writers from 
Belgium and Norway to Hawaii and 
New South Wales. College professors 


¥ 


wrote for copies to be used in teaching 
classes in management. A number of 
personnel executives asked permission 
to use all or part of our ideas in similar 
reports to their own people. 


In brief, we feel well repaid for the 
time and effort—and approximately 
$100 of production cost—that went into 
the preparation of this booklet. 


Company Publication as 


Educational Aid 


Another channel for employee educa- 
tion is the company publication. Ours 
is an unpretentious, mimeographed bul- 
letin, The American Eagle, issued week- 
ly. The Eagle, while primarily a vehicle 
for news about employees and _ their 
activities, is frequently used to transmit 
management messages and to acquaint 
the employees with important policy de- 
cisions. 

(Continued on page 57)» 
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The 


FIRST NATIONAL BANK 
of BIRMINGHAM 


Alabama’s 
Largest 
Bank 


Invites Your Inquiries 


Regarding 


CORPORATE 
TRUST 
SERVICES 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


EXPERIENCE 
IN CONNECTICUT 


WE OFFER Cooperation in 
Trust or Banking Matters 
based on our thorough 


knowledge of this territory. 


The STAMFORD TRUST Co. 


300 Main Street 


Bronch Office at Ridgeway Shopping Center 
on Summer St. 


Stamford, Connecticut 


Member Federal Deposit insurance Corporation 





SEVERE DEPRESSION UNLIKELY 


HAROLD G. MOULTON 


President, Brookings Institution 


HE outlook for the first half of 
1950 is distinctly favorable. The 
important factors I would list as follows: 
(1) The probable continuance of a 
fairly high level of production in the 
automobile industry. 


(2) A comparatively high level of 


steel production and of activity in the 


metallurgical industry generally. 


(3) A very high level of home con- 
struction. 


(4) A very large program of public 
works. 


(5) Relatively stable costs of pro- 
duction and increasing efficiency result- 


ing from improved industrial relations. 


(6) Comparatively stable industrial 


prices. 


(7) Expanding consumer demands 
in consequence of a high level of em- 


plovment. 


(8) A temporary bulge in consumer 
demands in consequence of the $2.8 bil- 
lion of veterans’ insurance refunds in 
January. 


As against these favorable factors, 
mention should be made of the following 
adverse elements: 


(1) Some decline in farm income in 
consequence of lower prices. 


(2) A substantial falling off in pri- 
vate capital construction as the postwar 
expansion program is here and there 
completed. 


(3) The possibility of higher corpo- 


rate tax rates. 


The favorable factors listed above 
should at the minimum ensure a high 
level of activity for a period of six 
months. 


Long Term Factors 


For the balance of 1950 and even 
beyond there are also a number of 
favorable factors. Among these mention 
should be made of (1) the probable 
continuance of a high level of construc- 
tion, especially residential and govern- 
mental; (2) comparatively stable wages 
and a favorable wage-price ratio—favor- 
able, that is, from the point of view of 


Excerpts from address before the American 
Weekly Luncheon, Dee. 5, 1949. 


consumer buying power; and (3) a 
continuance of a high level of activity 
in the non-durable forms of consumer 


goods. 


A general factor of importance is a 
real improvement in business psychol- 
ogy. The belief appears to be growing 
in business circles that we may escape 
more or less indefinitely a severe busi- 
ness debacle. 


\s we look farther ahead the unfavor- 
able factors assume greater weight. The 
following are worthy of mention: 

(1) An inevitable contraction in the 
volume of automobile production sooner 
or later: 

(2) A 
new capital expenditures: 


progressive curtailment of 
(3) An eventual curtailment of the 
though here the de- 


housing boom 
cline may be postponed for a year or so; 


(4) A probable reduction in the vol- 
ume of exports, as the world situation 
improves, or grows worse: 

(5) Mounting costs of pensions and 
other deductions which impinge upon 
the margin of profits; and 

(6) Persistent and mounting govern- 
ment deficits, carrying the threat of ever- 
higher taxes and serving as a deterrent 
to future capital commitments. 


Three factors in the general situation, 
which suggest the unlikelihood of a 
cataclysmic depression, should be men- 
tioned. 

The first is the rapidly increasing pop- 
ulation. which increases the need for a 
wide range of consumer products. 

The second is the high levels of real 
income possessed by the masses of the 
people whose unfulfilled consumer de- 
sires are very great. 

The third is the strong financial posi- 
tion of business enterprisers and of 
farmers. Except in the housing field 
there has been no over-extension of 
credit; on the contrary indebtedness is 
unusually low. The banking system is 
strong and reserve power abundant. 


Finally, wisely administered govern- 
ment supports, coupled with unemploy- 
ment insurance reserves and other sav- 
ings, should tend to mitigate the severity 
of recessions in the future. 
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Practical Aspects of 


Stockholders’ Agreements 


GREEMENTS among. stockholders 
A. closely held corporations, which 
attempt to regulate the disposition of 
shares during life and upon death, have 
achieved a deserved popularity. The 
agreement may follow one of several 
patterns, 

For example, the corporation and all 
the stockholders may be parties; the 
corporation may be required, upon the 
death of a stockholder, to purchase the 
shares of the decedent, whose legal rep- 
resentatives are compelled to sell. (In 
some jurisdictions. certificates of  in- 
corporation may contain the requirement 
that the corporation purchase the shares 
of a deceased stockholder. ) 

It may provide that if the corporation 
may not acquire the shares, because of 
the absence of sufficient surplus or fail- 
ure to create a surplus by reducing capi- 
tal, surviving stockholders will be obli- 
gated to purchase as many of the shares 
as the corporation may be disqualified 
from acquiring. Other patterns include 
options running to surviving stockhold- 
ers, or options running to the legal rep- 
resentatives of the decedent, or manda- 
tory purchases by individual survivors. 
insurance is one 
means of assuring a source of payment. 


\ppropriate — life 


while the use of a trustee may assure 
the application of the proceeds of the 
policy to the acquisition of the shares. 


Under a typical plan. each stockholder 
may be insured by the others with a 
trustee named as beneficiary of the poli- 
cies. Upon the death of a stockholder 
the proceeds of the policy are turned 
over to the estate by the trustee in ex- 
change for the shares which are then 
transferred to the corporation or the 
surviving stockholders, as the case may 
be. The surviving stockholders may 
then receive, pursuant to the provisions 
of an agreement, the decedent’s interest 
in a joint policy or his individual inter- 


This article formed the basis of an address be- 
fore the Estate Planners Forum of the Solomon 
Huber Agency of The Mutual Benefit Life Insur- 
ance Company, an annual event restricted to at- 
torneys, accountants and trustmen. 


January 1950 


MILTON YOUNG 
Member of the New York Bar 


est on a policy on the life of each of the 
survivors, 

The following questions are typical 
of the problems with which one may be 
confronted in preparing a stockholders’ 
agreement. 


l. Is It Necessary for Will to 
Complement Agreement? 


A will about to be probated may pro- 
vide for the specific bequest of stock 
in a closely held corporation although 
an agreement is outstanding, by the 
terms of which surviving stockholders 
are. say. given an option to buy and 
the legal representatives are required to 
sell the shares. Under these circum- 
stances, the will is in apparent conflict 
with the agreement. While the agree- 
ment will prevail, with the specific lega- 
tees subject to specific performance, if 
necessary, needless confusion may re- 
sult. The frustrated legatees will, of 
course, claim the proceeds of the sale of 
the shares. 


This may not have been the intention 
of the testator, whose will may have been 
executed at a time when the shares were 
worth little and perhaps when he re- 
garded the specific legatees merely as 
the deserving employees of a small ven- 
ture. 


On the other hand, a will specifically 
bequeathing shares may be prepared by 
an attorney who has not been informed 
of a pre-existing stockholders’ agree- 
ment. Hence, the necessity for exploring 
all of the ramifications of the affairs of 
a party to a stockholders’ agreement, or 
a person for whom a will is about to be 
drawn, is apparent. 


2. Where Non-Trustee Plan of Insur- 
ance is Used, is it Desirable to 
Refer Specifically to Policies? 


Generally, it is preferable to refer 
to the policies in the agreement to make 
it clear that the parties intend the in- 
surance proceeds to be used for the 
acquisition of the decedent’s shares. The 
identification may make it more difficult 


for a surviving stockholder to divert 
the proceeds to his own use. Similarily, 
some degree of protection may be 
afforded against creditors of a surviv- 
ing stockholder. 


In many cases, an agreement is drawn 
by an attorney who is uninformed as 
to outstanding policies. This may result 

in the case of cross insurance—in an 
agreement omitting all reference to out- 
standing policies, despite the intent that 
the insurance be interwoven with the 
agreement. If there is merit to the speci- 
fic reference of insurance in the agree- 
ment and the agreement is first drawn, 
referring to insurance to be purchased, 
the policies when purchased should be 
so labelled as to clearly identify them 
with the pre-existing agreement. 

By specifically referring to the polli- 
cies, the beneficiary may be required to 
apply the funds to the intended purposes, 
thus enhancing the procedural weapons 
of the estate if the beneficiary should 
commit a calculated breach of the agree- 
ment. If no reference to policies is made, 
the survivor beneficiary may take the 
position that key-man insurance was in- 
tended. i.e. an indemnification to him 
for the loss of an important associate 
and, therefore, he may argue he is 
under no obligation, moral or legal. to 
apply the proceeds to the purchase. 


3. Do Policies Follow Pattern 
of Agreement? 


Where there is a lack of coordination 
between the attorney and the insurance 
underwriter, unhappy results sometimes 
follow. The agreement may provide for 
the mandatory purchase of stock by the 
corporation; the insurance may be pay- 
able to surviving individual stockholders. 
The insurance may be payable to the 
corporation; the agreement may provide 
for an option to surviving stockholders 
(or a mandatory purchase by surviving 
stockholders.) The agreement may pro- 
vide for an option to surviving stock- 
holders; the insurance may be payable 
to the estate of the insured. 
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In all of these conflicting patterns, ob- 
vious difficulties will result. For ex- 
ample, where the policy is payable to 
the corporation, surviving stockholders, 
faced with the problem of discharging 
their obligation or exercising their op- 
tion, will have to resort to’ independent 
sources, since the insurance proceeds 
are unavailable to them, except by ex- 
traction from the corporation, with pos- 
sible unfortunate 
quences to them. 


income tax conse- 


4. Should Obligation to Buy, Where 
More Than Two Parties are In- 
volved, Be Joint and Several? 


The agreement provides that “A” and 
“B” are to buy “C’s” stock. “A” may 
be willing to comply with the agree- 
ment, but “B” is ready to breach the 
contract. If their obligation is joint and 
several, the estate may sell to either one, 
and the purchaser, if he so desires, may 
seek contribution from, or specific per- 
formance against, the reluctant survivor. 
If the agreement is supported by insur- 
ance, the policies may be held in the 
same manner as the agreement impos- 
ing the obligation on the survivors. 


Thus, if the agreement provides for 
the joint and several obligation of “A” 
and “B”, then “A” and “B” might be 
co-owners of a $50,000 policy on “C’s” 
life, rather than owners each of a $25,- 
000 policy on “C’s” life. Neither “A” 
nor “B” may appropriate his share of 
the proceeds by a calculated breach of 
the agreement. The check of the insur- 
ance company will be made payable to 
“A” and “B”, requiring joint action by 
them. If individual policies are held, 
“C’s” estate will be assured of the pro- 
ceeds from the conscientious survivor. 
but no more. 


To determine which is more desirable. 
like every phase of this subject, depends 
on the personalities involved. Individual 
policies may be deemed preferable in 
order to prevent a situation where one 
of the co-owners may be unavailable to 
endorse the check, thus tying up the 
entire fund indefinitely. The extent to 
which this situation may arise must be 
measured by the type of business in- 
volved and the possibility that an ir- 
responsible associate may act in an ir- 
responsible manner. 


If “A” should die while a co-owner 
of a policy on “C’s” life with “B”, what 
happens to “A’s” interest in the policy? 
If “B” finds it possible and desirable 
to purchase the interest, an aliquot por- 
tion of the proceeds of the policy upon 
“C's” death may be excludible for in- 
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come tax purposes in “B’s” gross in- 
come. As a matter of fact, the disposi- 
tion of “A’s” interest in the policy, un- 
der these circumstances, is an important 
part of the agreement. This may be one 
argument for corporate owned insur- 
ance where there are more than two 
stockholders. However, the use of a trus- 
tee may eliminate the problems of joint 
obligations and the reluctance of sur- 
vivors to perform. 


5. To What Extent May Parties be 
Assured That Survivors Will 
Perform? 


In the absence of the trust device, 
it is difficult to pattern the policies and 
the agreement so as to guarantee per- 
formance by survivors, both under the 
agreement and in the prompt applica- 
tion of the proceeds of the policies to 
the purchase of the stock. While fail- 
ure to perform will precipitate law 
suits, the victory may be a hollow one 
if funds in the meantime are dissipated, 
or business assets wasted. 


Where the relationship of the parties 
is such that there is no fear of treachery, 
a trustee may not be thought necessary. 
However, less trusting businessmen pre- 
fer the use of a trustee to assure the 
application of the proceeds of the polli- 
cies to the discharge of the obligation 
to purchase stock; otherwise to compel 
performance as agreed by the parties; 
and for other reasons. The trustee’s posi- 
tion with respect to the insurance may 
be one of several: 


(a) He may be a mere beneficiary 
with no other rights during the life of 
the policy. In this capacity he acts as a 
recipient of death benefits, if the policy 
is still in force, and applies the moneys 
received as required in the agreement. 
This will give the parties assurance of 
performance upon death, but leaves 
them with freedom during lifetime with 
respect to the insurance contracts. They 
may be permitted to lapse, loans may be 
made upon them or they may be sur- 
rendered for cash. 


(b) The trustee may be an assignee 
of the policy. This designation will give 
him control of the policies during the 
assured’s lifetime and, if he is a benefi- 
ciary, control of death benefits as well. 
However, assigning policies to the trus- 
tee, after the irrevocable designation of 
another as beneficiary, may not afford 
the protection sought if the beneficiary 
is not the same person who would orig- 
inally receive the proceeds of the sale 
of the shares. 


(c) The trustee may be designated as 
assignee-beneficiary, as well as escrowee 
of the stock. Maximum protection may 
thus be achieved. 


6. To What Extent May Options be 
Made Available to Family? 


Ordinarily, where cross insurance is 
used, the proceeds of the policy are made 
payable to the owner-beneficiary in the 
form of a lump sum payment. Few in- 
surance companies will make any other 
provision. This is also true where the 
policy is made payable to a corporation. 
Again, proceeds available to a trustee 
beneficiary are usually in a lump sum. 

Where a trustee is used, it may be 
possible, however, to retain some of 
the desirable income settlement options 
without sacrificing any of the other ad- 
vantages sought in a typical arrange- 
ment. It may be provided that if the 
trustee disclaims or renounces his right 
to receive the proceeds within. say. six 
months after the death of the insured. 
the proceeds become payable to named 
contingent beneficiaries (the family of 
the insured) in accordance with a pre- 
scribed form of income settlement. 

Variations of this pattern include a 
mandatory provision in the agreement 
that the trustee renounce his rights to 
the proceeds if he receives notice from 
the executor (or administrator) that no 
obligations of the estate require a call 
upon the proceeds. The secondary bene- 
ficiaries become in reality primary bene- 
ficiaries qualified to receive income set- 
tlements. The trustee can thus effectively 
be used as a conduit to assure the appli- 
cation of the insurance to the purchase 
of the stock by the corporation or sur- 
viving stockholders. However, instead 
of delivering to the family of the in- 
sured a lump sum, he merely waives his 
rights to receive the proceeds. thus 
bringing into effect the income settle- 
ments available to the contingent bene- 
ficiaries, the same group which would 
otherwise receive the lump sum payment. 

Where the insured reserves the right 
to name contingent beneficiaries (retain- 
ing no other interest in the policy) the 
proceeds may be includible in his gross 
estate for estate tax purposes by reason 
of that fact alone. This may not be too 
serious an objection if the estate is com- 
paratively modest or if the pattern of a 
settlement option is such as to qualify 
for the marital deduction. The device of 
preserving income settlements is partic- 
ularly desirable if the shares represent 
the major portion of the estate and in- 
come rather than cash is desired for the 
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9. Do Trustee’s Duties Cease Upon 
Turning Over Proceeds? 


The agreement may provide that the 
trustee receive notes for the balance of 
the purchase price (to the extent that 
insurance proceeds do not cover the 
agreed amount) and for the trustee to 
turn over the notes to the representative 
of the decedent. The parties are left to 
their own devices, subject to the agree- 
ment which may provide penalties for 
the failure to pay any one note. 

On the other hand, it is not unusual 
for the trustee to function until the dis- 
charge of the obligaiton to pay the 
agreed value of the shares. The trustee 
may collect the notes, holding the stock 
in the meantime until all payments have 
been made. If the corporation is the 
maker of the notes. endorsements by 
surviving stockholders may be desirable 
since. in some jurisdictions, the corpo- 
ration can use only surplus in acquiring 
and paving for its own shares. 


10. Should Agreement Survive Death 
of First Party? 


Surviving stockholders may make any 
arrangement they choose to fit their par- 
ticular needs. If the decedent’s interest 
in a particular policy is purchased by a 
surviving stockholder, other than the in- 
sured, income tax benefits may be lost 
by the purchaser. 

Some provision should be made with 
respect to successive deaths of stock- 
holders. For example, stockholder “B” 
may die within a few weeks after stock- 
holder “A’s” death, so that “B’s” estate 
(in the case of a two-stockholder corpo- 
ration! is faced with the problem of 
honoring the obligation to buy “A’s” 
stock when it itself is hardly in a posi- 
tion to continue the operation of the 
corporate business. 

The problem may be overcome by a 
provision in the agreement whereby 
upon the successive deaths of two stock- 
holders (or a varying figure in the case 
of several stockholders) there be no obli- 
gation running to the estate of the first 
to die. The corporation may be dissolved 
unless the legal representatives otherwise 
decide. Successive deaths may be defined 
in the agreement as the deaths of two 
stockholders within the period between 
the death of the first and the payment 
of the entire purchase price for the stock 
of the first deceased stockholder or the 
first installment of such payment, 
whichever may be sooner. 
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CHARTERED 188538 


United States Crust Company 
of New Bork 


Statement of Condition, December 31, 1949 


ASSETS 

$ 37,754,114.62 
Loans and Discounts . ae ve a — ' 51,924,606.16 
United States Government Obligations . . . .. . 57,447,459.62 
6,076,724.71 
2,534,050.00 
840,000.00 
4,594,314.62 
564,402.82 
ok ae Oe eee 1,400,000.00 
PRs. se ae . $163,135,672.55 


Cash and Due from Banks 


State and Municipal Obligations 
Other Bonds a ae ae oe 
Stock of the Federal Reserve Bank 
Real Estate Mortgages . 

Accrued Interest Receivable . 


Banking House . 


LIABILITIES 

$ 4,000,000.00 

24,000,000.00 

1,983,441.85 
$ 29,983,441.85 
129,691,370.45 
1,883,223.56 
1.214,418.45 
11,307.30 
350,000.00 
an! eo ae . 8 1,910.94 
ee 


Capital Stock 
Surplus Fund 
Undivided Profits 
Total Capital Funds 
Deposits 

General Reserve . 
Reserved for Taxes, Interest and Expenses 
Unearned Discount . oa 
Dividend Payable January 3, 1950 


Other Liabilities 


Securities carried at $3.945,867.03 have been pledged to secure public 
deposits and for other purposes as required or permitted by law. 
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Pennsylvania Trust Conference 





urrent [rust Questions 


INVESTMENTS, SMALL DEPARTMENTS, OPERATIONS, TAXES 


COLLOQUIUM on Smaller Trust 

Departments featured the 23rd 
Mid-Year Conference of the Trust Sec- 
tion, Pennsylvania Bankers Association, 
held at Harrisburg on December 2nd. 
Conducted by the Committee on the 
subject, the cololoquium covered the 
three major problems of smaller trust 
institutions: operations, new business 
and investment. 


The conference, president over by 
section chairman Raymond W. Steber, 
trust officer of Warren Bank & Trust 
Co.. was devoted mainly to committee 
reports. With the exception of the first 
item, the following summary of the 
proceedings deals with committee re- 
ports. The only other principal address, 
on “The Language of Wills,” is re- 
view at page 48. 

Missing from this summary are the 
reports on Cooperation with the Bar 
(not available), Legislation (off-year) , 
and Trust Information (article prom- 
ised for next month). 


CURRENCY DEVALUATION 
Clay J. Anderson* 


Financial Economist, Federal Reserve Bank, 
Philadelphia 

While currency devaluation may help 
England and the other devaluing coun- 
tries to solve their external problems, it 
is only a first step. Measures necessary 
in addition to devaluation are effective 
control of inflation; increased efficiency 
of production; relaxation of restric- 
tions on trade and foreign exchange. 


The dollar gap, aggravated by World 
War II, could be effectively attacked by 
cutting imports to the level of exports 
to the United States, though this would 
be a blow to reconstruction efforts un- 
less the level were high. If trade is bal- 
anced at a high level between sterling 
and dollar areas, the United States must 
accept a larger volume of imports. 


To increase their exports to the United 
States, England and other sterling coun- 





These views do not necessarily represent those 
of the Reserve Bank. 
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tries must increase production or de- 
crease consumption, or both. An ex- 
pansion of intra-European trade would 
enable the western countries to get more 
raw materials, food and other supplies 
from eastern European countries in ex- 
change for manufactured goods, which 
would divert part of the demand for 
those goods from the United States and 
consequently decrease the outflow of 
dollars. In order to utilize surpluses 
with some areas to meet deficits with 
others, there should be a restoration of 
convertibility of currencies. 

To aid in the solution of England’s 
problem, the United States could con- 
tinue to subsidize its export surplus. 
The U.S. could further aid by reduction 
of exports to the level of imports, or 
by an expansion of foreign investments 
which would provide dollars to help pay 
for the U. S. export surplus, though the 
latter would be permanent only to the 
extent that it increased productivity and 
the volume of their exports to the U. S. 
later on. An increase of United States 
imports from sterling areas, however, 
appears to be the only permanent solu- 
tion of the need for dollars to pay for 
a continued high level of England’s ex- 
ports. 


TRUST OPERATIONS 
George C. Robinson 


Trust Operations Officer, 
Fidelity-Philadelphia Trust Co. 


Up to this time, we have prepared 
13 Suggestion Memos outlining proced- 
ures to meet the requirements of the 
small as well as the medium and large 
Trust Departments. 


In a recent article in Reader’s Digest 
mention was made of the fact that only 
50‘ of the persons entitled to Social 
Security benefits have filed claims. As a 
guide for trust officers, the Committee 
has prepared Suggestion Memo No. 14, 
outlining the conditions under which 
estates are entitled to Social Security 
Benefits and setting forth the procedures 
for determining when claims should be 
filed to secure such benefits. 


As a general rule the estate of a de- 
cedent is only entitled to receive Social 
Security funds in those cases where the 
deceased died without leaving mother. 
father, wife or children. In the case of 
decedents leaving relatives in these 
cases, it is probable that they will either 
immediately, or at some future time, be 
entitled to receive Social Security bene- 
fits. In order to secure the necessary 
information relative to benefits, the trust 
officer should file with the local Social 
Security Board in the area in which the 
decedent lived, form number 72-R153. 

In cases where the trust institution is 
guardian of the estate of a minor, the 
minor will be entitled to Social Security 
benefits if the father or the mother were 
“insured” members and both are de- 
ceased. Also, in some cases the minor 
might be entitled to benefits in the dis- 
cretion of the Social Security Board, 
even though one of the parents is liv- 
ing. Immediately upon appointment as 
guardian of a minor, the trust officer 
should determine whether benefits are 
to be collected. In case of doubt. the 
trust officer should communicate with 
the local Social Security Board. 

Insured members of Social Security, 
upon attaining the age of sixty-five, are 
entitled to old-age benefits. Therefore, 
when the trust institution is appointed 
guardian, inquiry should be made con- 
cerning the insured status of the ward. 
A tickler should be set up to remind 
the Trust Officer to claim Social Se- 
curity benefits when the ward attains 
the age of sixty-five years. 

The Social Security Board requires 
that a guardian keep it advised of the 
insured earnings of its ward, because 
Social Security benefits cease when a 
beneficiary's insured earnings exceed a 
stipulated amount. Therefore, the trust 
officer should set up a tickler to remind 
him to review the ward’s earnings at 
least quarterly. 


The decision in Crawford Estate 
(June *49 T.&E., p. 462) to the effect 
that the Principal and Income Acts were 
unconstitutional in so far as trusts cre- 
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ated prior to the dates of those Acts was 
concerned, raises more problems and 
creates more work than we had had be- 
fore the Uniform Principal and Income 
Act became effective in 1945. Now we 
have two separate and distinct methods 
of apportioning stock dividends; 
|. the formula established by case 
law prior to 1945, which must be 
used in cases where the trust was 
established prior to May 3, 1945 
and 
. the method of allocation as set 
forth in the Uniform Principal 
and Income Act of 1945 and the 
Principal and Income Act of 1947, 
which apply in all trusts created 
subsequent to May 3, 1945. 


NO 


With this further complication of the 
rules for the apportionment of stock di- 
vidends, the Committee has prepared a 
condensed statement and procedure for 
handling stock dividends, referred to as 
Suggestion Memo No. 15. 

The Fiduciaries Act of 1949, effective 
January 1, 1950, will necessitate certain 
changes in local procedures for the 
preparation — of These 
changes will be specified by local courts 
and the committee. therefore, is not in 
a position to suggest or recommend. 


inventories. 


However, beginning on January 1, real 
estate is to be included in inventories 
and the various forms of affidavits ac- 
companying inventories will necessarily 
have to be revised. 


TRUST INVESTMENTS 
J. Regis Walthour 


Vice President, 
First National Bank in Greensburg 


The outstanding feature of 1949 de- 
velopments in trust investments has been 
the continuing growth of cooperation be- 
tween the many persons and organiza- 
tions whose purpose is better and more 
skillful service in the investment of trust 
funds in Pennsylvania. 


For the first time, we have a separate 
act of the Legislature, The Fiduciaries 
Investment Act of 1949, which is a codi- 


fication of laws on fiduciary investments. 


The limited investment powers of per- 
sonal representatives are set forth in 
Section 506 of the Fiduciaries Act of 
1949. There is no statutory precedent 
for this section in Pennsylvania; how- 
ever, existing case law has approved 
investment of funds by personal repre- 
sentatives and indicates that there is a 
duty to invest in certain circumstances. 


The Pennsylvania Bankers Associa- 
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tion, through our committee, has con- 
tinued to publish the List of Corporate 
Securities Considered Legal Investments 
for Trust Funds in this State. We have 
also continued to publish the Composite 
List of Trust Investments Held in One 
or More Discretionary Common Trust 
Funds Operated by Eight Contributing 
Trust Companies, and this pamphlet can 
be considerable help as a guide in re- 
viewing investments in common stocks 
for trusts using “non-legals.” We hope 
to publish a list of investments in legal 
common trust funds early in 1950. 

Just recently some of the trust com- 
panies have announced a cooperative 
service between city and country banks 
so that the smaller trust department may 
have the large city bank act as a co- 
fiduciary or on an agency basis. It is 
presumed that such work will be done 
on a satisfactory fee basis. 


COSTS AND CHARGES 
Robert A. Wlison 


Vice President, The Pennsylvania Company 
for Banking & Trusts, Philadelphia 


In the Estate of Ella Williamson, 
(Aug. 49 T.&E., p. 517) the auditing 
judge refused the allowance of interim 
compensation as requested by the Fi- 
delity-Philadelphia Trust Co. as Trustee. 


Net asset value 


10 POST OFFICE SQUARE + BOSTON 9, MASSACHUSETTS 


January 1950 
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The matter will next be heard before 
the court en banc. 


These proceedings were undertaken 
in an endeavor to change the long estab- 
lished rule in Pennsylvania which pro- 
hibits a trustee from charging commis- 
sions against principal in the absence of 
the performance of extraordinary ser- 
vices, until the termination of the trust 
or the termination of the trustee’s con- 
nection with the estate. Although recog- 
nizing the fairness of the request, the 
court held it had no right to ignore the 
decision of the Supreme Court on an 
issue which has been so squarely de- 
cided. 

Our Committee’s survey in June 1948, 
revealed that 67% of the banks which 
replied to the questionnaire were inter- 
ested in examining a simple, efficient 
cost accounting system. Such a simple 
and efficient system is now available. A 
recommended cost accounting procedure 
has just been published by the Trust 
Division of the American Bankers Asso- 
ciation. This new handbook is divided 
into four chapters, the first of which 
sets forth a recommended trust account- 
ing procedure for trust departments 
with assets of less than ten million dol- 
lars. Chapter II recommends a cost ac- 
counting procedure for a trust depart- 
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ment, irrespective of size, while Chapter 
III deals with the analysis of a personal 
trust account in a medium sized trust 
department. Chapter IV deals solely 
with the and sources of trust 
compensation. 


bases 


The time for corrective action is here 
and trust profits can no longer be a 
matter of guess work. Only a profitable 
trust department can be a strong depart- 
ment and only a strong department can 
reflect credit on the institution of which 
it is a part. 


TAXATION 
G. W. Hornsby 


Asst. Vice President, Girard Trust Co., 
Philadelphia 

The provision of the “Tax Admini- 
stration Act of 1949,” which will affect 
us most is the elimination of the require- 
ment of the oath on the fiduciary and 
other returns and the substitution of a 
declaration that the return is made 
under penalties of perjury. 

The “Technical Changes Act of 1949,” 
made very important changes which 
affect the Church, Spiegel. Lehman and 
Hallock decisions. (These changes were 
summarized in Nov. *49 T.&E.. p. 692.) 

The $500,000,000 
Soldiers Bonus, which was approved by 
Pennsylvania voters on November 8, 
presents a serious problem for the tax- 
payers. It is regretful that the Legisla- 
ture did not provide for some method 
of payment as there is no doubt that it 
will be necessary to enact new taxes to 
pay off the bonds. It would seem that 


loan for the 


the logical taxes to be considered would 
be a sales tax and an income tax. 
Under present practice the Commis- 
sioner of Internal Revenue either acqui- 
esces or non-acquiesces in a Court deci- 
sion. When he does not acquiesce it is 
necessary for other taxpayers with the 
same problem to go to the expense of 
litigation in order to obtain the same 











tax treatment that was given in the 
original case. It is suggested that an 
act be passed to compel the Commis- 
sioner to either acquiesce or appeal a 
decision within a reasonable time. If 
not appealed the decision would stand 
as law and be binding upon both the 
taxpaver and the Commissioner. 

The Bill of 1948 
which was not acted upon by Congress 
had numerous provisions which we be- 
lieve should be considered in the future. 


Revenue Revision 


DECEDENTS ESTATES AND 
TRUSTS 
Robert D. Ferguson 


Vice President in Charge of Trusts, 
Peoples First National Bank & Trust Co., 
Pittsburgh 

Under the new Fiduciaries Act of 
1949, effective January 1, 1950, 
estate will be administered in much the 


real 


same manner as personal property, fol- 
lowing the trend toward the abolition 
of the old distinctions between real and 
personal property. One principal distinc- 
tion retained, however, is that a personal 
representative does not actually receive 
either legal or equitable title to real 
estate. This passes to the heirs and de- 
visees and the personal representative 
is given only certain powers to deal with 
the real estate. 

The procedure for administering real 
estate follows very closely the present 
procedure with reference to personal 
property. The time for filing the inven- 
torv has been extended from thirty days 
to ninety days after the death of the 
decedent. 

The personal representative will col- 
lect the rents from the real estate in his 
possession until it is sold or disturbed. 
He must make all reasonable expendi- 
tures necessary to preserve it. He should 
insure the property against fire or other 
casualties and may by insurance protect 
himself and the beneficiaries against 


SPECIALIZING IN THE SETTLEMENT OF ESTATES 


FOR 63 YEARS 


Trust Funds over $275,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 
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liabilities to third persons. Accounting 
and audit procedure upon completion of 
the administration will be the same for 
hoth personal and real estate. The Act 
changes the existing law by reducing the 
period of automatic extension of a lien 
from five years to one year, on the 
theory that one year gives the creditor 
sufficient time to protect his interests. 


\dequate provision is made for an 
early delivery of possession to the dis- 
tributees upon application to the court, 
provided claimants or other distributees 
are not prejudiced by such delivery. 
Where there are two or more distribu- 
order the dis- 
interests in 


tees. the 
tribution of 
either real or personal property or the 


court) may 
undivided 
personal representative or distributee 
may request the court to divide and 
partition the property. This important 
change will avoid the complicated parti- 
tion proceeding which has been in vogue. 

There are many other changes, both 
in substance and expression. |Ed. Note: 
See Highley. “The New Fiduciaries Act,” 
June “49 T.&E., p. 379.| While the Act’s 
provisions appear quite simple, there 
are many questions, particularly with 
reference to the real estate section, that 
remain yet to be answered. 


SMALLER TRUST DEPARTMENTS 


Charles F. Borgel 
Trust Officer, First National Bank, York 


The Committee’s survey showed that 
80’. of the trust departments in Penn- 
sylvania were departments with $5,000,- 
QO0 and under in assets. and. of this 
group about 200 departments, or two- 
thirds. were departments with assets 
under $1,000,000, A study of the prob- 
lems of these departments indicated that 
unfortunately the first mistake usually 
was the application for trust powers 
merely to accept a single piece of busi- 
ness or to meet competition from an- 


other bank in the same community. 
Piled on top of this first mistake, fol- 
lowed lack of knowledge as to potential 
trust business in the community and 
failure to secure capable personnel to 
handle the operations of the depart- 
ment. 


As a result of these conditions: the 
customer becomes disgusted with the 
service offered by a corporate fiduciary 
and becomes a critic of trust services 
among his friends. From the bank’s 
point of view, it considers the business 
already on its books as a necessary evil, 
feeling it must retain it to avoid criti- 
cism, but making no real effort to 
handle it in a competent manner. 


We believe that each bank operating 
a trust department should immediately 
make a complete review of the business 
on its books to determine whether or 
not it is profitable. As an aid to this 
review we refer to the books available 
both thru the Pennsylvania Bankers As- 
sociation and the American Bankers As- 
sociation on Cost Accounting proced- 
ures. Next it should make a survey of 
the potential business in the area, par- 
ticularly among its own customers. It 
should also consider the need for trust 
services in the area in which it is 
located. If these facts indicate that the 
closing of the department is advisable 
consideration should be given to merg- 
ing the department with another trust 
institution, if it can be done, otherwise, 
the bank should take the necessary steps 
to be relieved of its obligations. Con- 
tinued operation of an unprofitable de- 
eventually result in a 
substantial loss to the stockholders of 
the bank. either thru surcharge or thru 
a continual loss from operation of the 


partment may 


department. 


On the other hand, many trust de- 
partments are making a real effort to 
provide satisfactory trust service to their 
customers and earn a profit for the 


Serving as Fiduciary 


1n 


Northeastern Michigan 


BAY TRUST COMPANY 


Capital funds over $600,000 


BAY CITY 
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MICHIGAN 


bank. These departments are supervised 
by capable officers and employees who 
are constantly on the alert to learn new 
methods and improvements in trust op- 
erations and it is to these departments 
that the Committee feels it can render 
some real service. 


The primary needs for each trust de- 
partment are proper accounting methods, 
new business development and _ invest- 
ment of trust funds. Therefore the fol- 
lowing discussions are built around 
these three subjects. 


Accounting Requirements 
J. K. Wambold 


National Bank of Chester County and 
Trust Co., West Chester, Pa. 


Our trust department is 30 years old. 
For the last several years we have av- 
eraged about six and a half million total 
trust assets, individual accounts number- 
ing around the 500 mark. Our present 
personnel consists of five and a half full 
time employees. Over the last 15 years 
we have retained from 30 to 50 per 
cent of our gross commissions as net 
profit. Cost accounting has verified this 
percentage. 


A trust department of any size must 
necessarily have individual ledgers and 


PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 

LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Unsurpassed facilities 
a competent, knowledgeable staff 
versed in every phase of 
public auction selling 
a reputation for fair dealing 
and a following of important 
and wealthy collectors 
throughout the country have 
established PaRKE-BERNET 
as the leading firm of its kind 
in the United States 


Inquiries Invited 


HIRAM H. PARKE, President 


ARTHUR SWANN, LESLIE A. HYAM 
LOUIS J. MARION, Vice-Presidents 


MAX BARTHOLET, Secy. & Treas. 











a general ledger. The individual ledgers 
for each account should consist of a 
docket sheet; a sheet reflecting income 
cash activity and balance, principal cash 
activity and balance, investments activity 
and balance, and detail of investments 


held. 


The general ledger for the 
ment should contain all of the control 
accounts. The balances in the control 
accounts should be taken.off as a daily 
or weekly statement. The asset side of 
the statement should contain a control 
account for Bonds, Stocks, Mortgages, 
Real Estate, Personal Effects, Miscellan- 
eous, and Cash. On the liability side 
should be shown total investments, prin- 
cipal cash, income cash, and the very 
important commissions account. 


The subsidiary records consist of 
master indexes of bonds, of stocks, real 
estate, and mortgages. The index card 
for mortgages can also be used as the 
record card for servicing the mortgages. 
Our mortgage index card reflects the 
original amount of the loan, the term 
of the loan, rate of interest, record of 
principal payments, balance due on 
principal, location of the property, ap- 
praised value of the property, amount 
of insurance carried against the prop- 
erty and expiration date, interest pay- 
ments, and a record of tax receipts ex- 
amined. 


depart- 


The department needs tickler files for 
remittances, filing accounts, payment of 
taxes, termination of minors’ accounts, 
insurance expirations on mortgages, new 
business prospect list and follow up, etc. 
and etc., until operational requirements 
are met. Also needed are pricing and 
history cards on bond and stock issues 
held, and reappraisal cards on mort- 





gaged real estate, and information cards 
for real estate assets. Forms must also 
be provided to render periodic state- 
ments of income to beneficiaries and 
principal activity in the account to cus- 
tomers where required. There must also 
be kept records of account reviews and 
security reviews, and minutes of meet- 
ings. We also run with each account, 
where it is required, a separate sheet 
for income tax analysis, which we at- 
tempt to keep up-to-date each sixty days. 


Our experience in changing from 
hand posting to machine posting about 
eighteen months ago has been very 
happy. We decided to give up whatever 
time saving feature the old compact 
hand-posting system provided at the ad- 
ministrative level in order to provide 
more time which was required in the 
operational end of the posting. 


The machine covers all of our trust 
posting requirements and six different 
phases of the posting for our banking 
department. The machine posting sys- 
tem for the trust department consists of 
a tray of income ledger sheets, a tray 
of principal ledger sheets which reflect 
increases, decreases, and balances in 
cash principal and the same activity in 
investments. In the investments file we 
carry on 4 x 6” cards a list of the 
stocks, bonds, mortgages, real estate, 
miscellaneous, or other items in each 
account with a guide card in front of 
each respective account group which 
also serves as a summary card and car- 
ries the total value of each nature of 
investment held in the account and the 
total value of all investments in the ac- 
count. 

To provide a coupon tickler card, 
we simply make up a duplicate of the 


COMPARATIVE YIELDS — Aaa and Baa vs. Selected High Grade Preferred Stocks 
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to the accompanying address by William H. Shupert. 
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original bond asset card which is de- 
signed to reflect all the information re- 
quired for cutting of coupons. The doc- 
ket sheets for each account are filed in 
a separate loose-leaf binder. 


To keep a control of each day’s trans- 
actions we teller’s blotter and 
proof sheet. The operator of the posting 
machine checks her totals against this 
proof sheet, so that we get not only a 
line proof automatically after each 
entry in every account, but we get a 
daily proof of the posting affecting each 
control account. We perform in one op- 
eration the recording of the item on the 


use a 


daily journal, the posting of the item 
to each individual account, and a tran- 
scription of the activity in that account 
by carbon for statements of income and 
principal to beneficiaries. We thus save 
two separate and lengthy operations, 
and at the same time have an automatic 
proof of the work at the end of each 
day. 


Employment of Dictaphone 
ment, which originally cost’ us about 
$800. saved us exactly the salary of one 
girl in our department during every 
vear. Our electric typewriter saves us 


equip- 


time in operation because of its increased 
speed, but its main advantage is in giv- 
ing us in one typing sufficient copies of 
Court which 
we might need in considerable number. 


Accounts. or other lists, 


Investments 
William H. Shupert 


Studley, Shupert & Co., Philadel phia-Boston 


If we are to have more liberal and 
enlightened laws governing trust admin- 
istration in this state, there must be 
good evidence that small, as well as 
large, trust departments can invest pru- 
dently in all legitimate fields. The state- 
that 


can not successfully use corporate se- 


ment the small banks, so called. 
curities is challenged, as contrary to 
fact, and is a disservice to the public. 
and to all corporate trustees. Except in 
communities with too little present and 
potential business to justify such service. 
a trust department is as desirable and 
essential as the country doctor or gen- 
eral practitioner. 


Trustees can control investment in 
securities the same way they now con- 
trol mortgages by staying within certain 
areas. A similar policy should apply to 
securities. The establishment of an 
approved “working list” of the right 
kind is so necessary that courts should 
approve of the elimination of 


which do not conform unless there are 


issues 
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impelling reasons for exceptions. Even 
if certain securities qualify in every re- 
spect except that they are not on the 
“list” this should be sufficient reason for 
replacing them with similar securities 
that are. Each additional item means an 
added responsibility to watch constantly 
and check thoroughly periodically. Rea- 
sonable co-trustees can see the advan- 
tage of cooperating with the bank in 
keeping the number of items within 
manageable limits. 


Let us assume that with good mort- 
gages in short supply in many places, 
and with yields approaching the vanish- 
ing point on Government and high-grade 
bonds, the smaller trust departments 
will have an increasing interest in pre- 
ferred and common stocks. Let us also 
grant that it is their prerogative to pick 
and choose only the ones they need and 
deem suitable for fiduciary use. 


The important question is how to get 
the necessary service of a competent 
security analysis department when it is 
impractical if not impossible to have one 
of their own. A plan for group action, 
which is actually under way although 
still in the experimental stage, involves 
our firm as the central independent sta- 
tistical and advisory department. 


In this program this 6rganization. 
hereinafter referred to as counsel. pre- 
pared a “working list” of corporate se- 
curities including bonds, preferred and 
common. stocks. It is actually called a 
“Guidance List” because it is compre- 
hensive enough so that from it each 
group member will in practice form its 
own “working list.” It is under constant 
supervision by counsel and a formal 
quarterly review is issued. In these re- 
views all current prices and yields are 
shown; changes in the list are noted if 
there are any: comments are given on 
honds and the trend of interest rates as 
stocks 
current economic scene. It is felt such 


well as on with views on the 
quarterly reports can be used in con- 
nection with the banks’ own periodical 
reviews and thus save considerable de- 
tail work, 

Individual factual reports are furn- 
ished hy counsel on every industrial and 
utility company in the list. A Common 
Stock Summary of Prices, Earnings and 
Dividends is also issued every four 
months as a useful reference on equities. 


The advisory phase of this particular 
group plan consists of counsel rendering 
a report on one account in each institu- 
tion and keeping this account under con- 
stant supervision at the banks’ request. 
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Reports covering problems of general in- 
terest are mimeographed and sent to all 
group members with the name of the 
institution submitting the account omit- 


ted. 


A fair appraisal of results to date may 
be summed up as follows: The statistical 
material is adequate in every respect; 
its full value and usefulness is increas- 
ing as group members become more fa- 
miliar with it. The advisory phase has 
been favorably received but undoubtedly 
can be made more effective as sugges- 
tions of group members are studied and 


discussed. 


IF YOU ARE 
IN CHARGE OF 


TRUST 


INVESTMENTS 


rust investment officers find here a 
satisfactory source of high-grade state 
and municipal bonds. One of the princi- 
pal underwriters of these securities, this 
bank invites your inquiries. Information 


on issues given and quick execution of 


orders assured. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 





There has been no evidence that the 
fundamental idea of a group approach 
to this problem should be abandoned. 
Every indication shows it is practical 
in every respect including the all im- 
portant matter of cost. I do not think 
it is premature to recommend that small- 
er trust departments nationally give 
this cooperative effort serious consid- 
eration and organize themselves in logi- 
cal and workable groups to proceed 
along this line. I am not selling any 
particular counsel but crusading for an 
idea worth serious consideration and 


support. 


























Joining together to get the kind of 
assistance contemplated in this program 
does not mean more centralization of 
power, nor does it mean the usurpation 
of any of the bank’s prerogatives. Re- 
sponsibilities of trusteeship can not be 
delegated to others and their is no in- 
fraction of this firmly established prin- 
ciple. It follows the present trend in in- 
dustry. Companies have joint research 
facilities, as witness the glass industry. 
In the medical profession all doctors are 
aided by cooperative research organized 
on a national scale, and we all benefit 
by this creation and dissemination of 
information. 
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New Business 


John L. Toomey 


Vice President and Trust Officer, 
York National Bank & Trust Co. 


Perhaps the simplest approach to the 
new business problem is to ask the fol- 
lowing questions: first, how much trust 
business is available in our area?; sec- 
ond, how much should we spend to ob- 
tain this and third, what 
methods can we use? 


business ? ; 


The easiest way to learn how much 
trust business is available in our area 
is to review the probate records of our 
particular County. In addition, consid- 
eration should be given to the amount 
of potential life insurance and living 
trust business as well as agency busi- 
ness in the area. The number of poten- 
tial trust prospects from among the 
bank’s present shareholders, depositors 
and security purchasers should also be 
considered. 

Relatively few institutions have a 
fixed policy for determining the amount 
of money to be spent for trust advertis- 
ing and promotional purposes. Much 
helpful information obtained 
from other trust departments. But, in 
the final analysis, the answer to this 
question rests in the sound judgment of 
the management of each institution. 


can be 


The question of methods can be an- 
swered in part, at least, by outlining the 
methods used successfully by another 
institution. This institution had been in 
the trust business for a number of years 
during which time its growth and de- 
velopment was comparatively slow. The 
first step was the compiling of a mailing 
list, selected qualitatively from among 
the depositors, safe deposit box renters 
and security buyers of the institution. 
These persons received a monthly publi- 
cation on taxes, because every property 
owner today is quite tax conscious. 

Next a_ booklet 
covered the subject of Wills and the 


was selected which 


settlement of estates, emphasizing the 
value of the trust institution’s services in 
this connection. After a period of ten 
days to two weeks from the mailing of 
the booklet, a personal call was made 
on the prospect. These calls by officers 
frequently aroused such interest in the 
services of the trust department that a 
further step could be taken in develop- 
ing a definite estate plan for the pros- 
pect. In this connection the prospect’s 
and in many 
life underwriter, were 


attorney, instances his 


accountant and 
consulted. Upon completion of the estate 
plan, a further service was offered to 
the customer: safekeeping of the docu- 
ments, This trust department grew to 
two and one-half times its original size 
in a comparatively short period of time. 


A A A 


Correspondents Meet 


More than 700. bankers 
states attended the third annual confer- 


from 35 


ence of bank correspondents, on Novem- 
ber 28 and 29, sponsored by The First 
National Bank of Chicago, to develop 
a closer personal relationship with its 
correspondent banks and to render them 
a constructive service by a_ practical 
discussion of mutual problems. 

Four panel discussions were sched- 
uled simultaneously, on Public Relations 
and Savings, Managing a Country Bank, 
Bank Operations, and Government and 
Municipal Securities. 

C. B. Randall, president of Inland Steel 
Company, speaker at the conference din- 
ner, pointed out that the capital invest- 
ment needed to preserve private enter- 
prise against the onslaught of socialism 
must come from the two major sources 
of savings: the farmer and the working 
man. Solution of the problems posed 
by the trend toward socialism depends 
upon the wide dissemination of knowl- 
edge relating to the advantages and the 
requirements of private enterprise. 
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Continental Illinois National Bank 


and Trust Company of Chicago 


BOARD OF DIRECTORS 


WALTER J. CUMMINGS 


Chairman 


J. Q. ADAMS 


Real Estate 


CARL A. BIRDSALL 
President 


CHAUNCEY B. BORLAND 


Managing Owner, Borland Properties 


D. A. CRAWFORD 


President, Pullman Incorporated 


EDWARD A. CUDAHY 
Chairman of the Board, The Cudahy Packing 
Company 


JOHN F. CUNEO 
President, The Cuneo Press, Inc 


MARSHALL FIELD 


President, Sun and Times Co. 


LAWRENCE P. FISHER 


Director, General Motors Corporation 


CHARLES Y. FREEMAN 


Chairman, Commonwealth Edison Company 


JAMES R. LEAVELL 
Banker 


WILLIAM H. MITCHELL 
Partner, Mitchell, Hutchins & Co. 

A. W. PEAKE 

President, Standard Oil Company (Indiana) 


H. A. SCANDRETT 


Railroad Executive, retired 


JUDSON F. STONE 


McCormick Estates 


FRANK F. TAYLOR 
Vice President 


HERMAN WALDECK 


Executive Vice President 


R. L. WILLIAMS 

President, Chicago and North Western 
Railway System 

CHARLES D. WIMAN 


President, Deere & Company 





Statement of Condition, December 31, 1949 


RESOURCES 
Cash and Due from Banks............ $ 671,839,584.51 
United States Government Obligations. . 1,394,028,594.11 
Other Bonds and Securities........... 100,843 ,486.84 
Loans and Discounts................ 361,653,124.16 
Stock in Federal Reserve Bank......... 4,800,000.00 
Customers’ Liability on Acceptances. . 2,434,750.51 
Income Accrued but Not Collected... . . 7,906,851.27 
NE 6 Gar ed eke enep aces 9,600,000.00 
$2,553,105,391.40 

LIABILITIES 
Re 6 ns boa e kee bake $2,348,174,295.69 
FS caret bene euae ae 2,434,750.51 
Reserve for Taxes, Interest, and Expenses 8,123,849.54 
Reserve for Contingencies............ 18,106,473.71 
Income Collected but Not Earned. ..... 376,569.89 
a eer ee ree re 60,000,000.00 
ee ee ee ree ee 100,000,000.00 
ee er er 15,890,452.06 


$2,553,106,391.40 


United States Government obligations carried at $255,416,479.62 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 


You are invited to use the facilities of our Bond Department 
to meet your investment requirements for United States 


Government, State, and Municipal securities. 
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Lar ge Forum Success 
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Six charts were used to analyze John Doe’s estate of $200,000 who had a wife and two 
children. This shows the attentive guests at the Salem meeting. 


LCCESS beyond expectations was 

the experience of The United States 
National Bank of Portland in its year- 
long series of trust forums in eight cities 
in which the main office and branches 
are located. With total attendance close 
to 1.500 the bank has sufficient tangible 
evidence of good results to feel the costs 
and efforts have been justified. 


In the winter of 1947-1948 The United 
States National held a series of forums 
especially designed for life insurance 
underwriters. First and largest of these 
was held in Portland. after which the 
program was taken “on the road.” and 
presented in the smaller cities in which 
located. As the 
progressed it became apparent that with 


branches were series 
experience the programs improved. It 
was decided, therefore, that in the fu- 
ture forum series would be started in 
the smaller finally 
taken to the largest city where the great- 


er attendance would be obtained. 


This was carried out in 1949. Careful 
plans were laid and the categories of 
persons invited were expanded. The 
1949 series was designed not only for 
life underwriters and attorneys, but also 
for shareholders, substantial depositors 
and borrowers, and other influential 
professional and business people. In the 
case of life underwriters and attorneys, 
invitations were signed by an officer of 


communilies and 


30 


the bank who was a member of the bar 
and who had wide acquaintance among 
the attorneys and insurance people. 
Timing was important. The letter of 
invitation, signed by President Sammons 
except in the cases noted. was iimed 
to reach the invitee three weeks before 
the forum. With this 
closed a return card indicating that the 


letter was en- 


person would or would not attend. In 
each case of acceptance, a letter went out 
timed to reach the person on the Mon- 


day before the meeting. over the signa- 
ture of Vice President and Trust Officer 
R. M. Alton, acknowledging the card 


and repeating information of place and 
time, and mentioning the fact that the 
meeting would be followed by refresh- 
ments, 


Pleasant Atmosphere Sought 


In each of the branch cities officers 
of the local branch were present a half 
hour before the meeting in order to 
greet the guests and make them feel at 
home. A new note was struck in one 
city as a result of the suggestion of the 
branch managers wife. The room in 
which the meeting was held was pre- 
pared after the manner of a large living 
room. The floor was covered with a 
carpet, there were occasional tables and 
comfortable chairs set about. Card tables 
were set up with four chairs to each 
and enough to accommodate all the 
guests. The guests sat at the card tables 
during the forum meeting and. after- 
served the refreshments 


ward, were 


there by young lady employees of the 
bank. The 


found to be conducive to relaxation and 


atmosphere created was 
contributed materially to the success of 
the meeting. 

Proper timing was also exercised in 
the speeches themselves. Speakers were 
led by Mr. 


to five minutes and _ said. 


Alton. who confined himself 
“We. as a 
trust department of a bank. heartily en- 
dorse the principle that no one but an 
attorney shall prepare Wills. and that 





At Portland 600 men and women gathered to hear the speakers discuss trusts and estates 
and to ask the questions that related to their own situations. 
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people dealing with a trust institution 
should always have the benefit of coun- 
sel in the examination of both trust 
agreements and insurance agreements 
before signing . . . We propose to pre- 
sent to you the problem that the distri- 
bution of property on the death of the 
owner entails when subject to inheri- 
tance under the laws of the state, and 
to show that these laws are in reality 
Wills if they are not changed by the 
deceased owner. You should also 
know something of the impact of the 
tax laws, both Federal and state, on your 
estate. . . . For these reasons we have 
asked you to meet with us to discuss 
these problems and their effect upon 


you individually. . . 


All Phases Covered 


Longest speech was, naturally enough, 
on “A Typical Estate Plan,” by D. W. 
MacKay, Trust Officer, in which a hypo- 
thetical estate of $200,000 was analyzed. 
Eugene J. Overman, Trust Officer, spoke 
on “Trust Investments, Present-Day 
Conditions.” He pointed out: “The trus- 
tee is obligated to return to the trustor, 
or his assigns, at a designated time, a 
given amount of wealth measured only 
.” but added “A 
trustee. we believe. has a second duty: 
he is obliged to make the trust pro- 


in terms of dollars . 


ductive.” Mr. Overman then analyzed 
the problems of investments in the face 
of declining purchasing power of our 
monetary unit. L. B. Staver, Trust Off- 
cer, “The Estate Plan in 
Action.” He likened a man writing his 
Last Will and Testament to a_play- 
wright, and followed that with a fanci- 
ful analogy to outline the steps in the 


discussed 


performance of the estate plan. 


The meetings were held in hotels for 
the most part, but in one case the local 
Y.M.C.A. As the 


time for the large meeting in Portland 


was called into use. 
drew near, it was apparent that both 
the program and the prospects of large 
attendance were improving. When that 
meeting was finally held late in the 
year, with an of 600 the 
benefits of the earlier meetings were 
the bank’s executives. In 
commenting on this H. F. Prideaux, 
Assistant Trust Officer, observed, “With 
all due respect to the abilities of the 
their 
better than in the 


attendance 


obvious to 


various speakers, presentations 
were at least 100% 
earlier meetings.” 
In each of the meetings souvenirs such 
as pencils and note books were provided 
the guests. The basic idea of the effort 


was further carried out through take- 
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At each of the eight meetings guests were served with refreshments which sent them home 
with a feeling of well-being. 


home booklets. “Experienced Manage- 
ment For Property—-What We Can Do 
For You.” “Some Remarks on Wills.” 
printed programs and tables of estate. 
gift and income taxes—Federal and 
state. 

It is always difficult to trace directly 
the results of an effort of this kind. On 
this Mr. Prideaux says. “There is no 
fact have 
reached approximately 1.400 good trust 


secret of the that we now 
prospects throughout the state at an 
average cost of $3.70 per person. As 
this figure includes traveling cost in the 
case of outlying branches, we feel the 
program has been eminently successful.” 

While it is obvious that the results 
will continue over a long period of 
time. the bank found it gratifying to be 
able to trace some immediate and tangi- 
ble effects at 
followed within a few weeks, eight ap- 
pointments under Wills. involving estates 
ranging from $125,000 to nearly $1.000.- 
OOO. 


once: In one case there 


A A A 


Trust Ad Explodes Investment 
Fallacies 

“Many people have a completely er- 
roneous of how trust funds are 
invested,” states a newspaper ad run 
on December 20 by St. Louis Union 
Trust Co. Headed “How We Invest 
Trust Funds.” the copy goes on to say. 


idea 


in part: 

“For example, there is the popular myth 
that, when a trust institution administers 
an estate, it disposes of all securities other 
than high-grade bonds and invests the 
proceeds exclusively in high-grade bonds. 
A recent compilation shows that the 


market value of stocks held in our trust 
and agency accounts amounts to forty-five 
percent of the total value of all securities 
held in trust and agency accounts. 
“Another popular myth is that trust 
companies will not undertake to hold 
close corporation securities and to partici- 
pate actively in the management of such 
corporations. We now hold more than 29 
million dollars in close corporation securi- 
ties. We are manage- 
ment responsibility in to close 
corporations in cases in have 
been consulted in advance, are given ade- 
quate power and authority 
under the trust agreement. and 
receive adequate compensation for the ad- 
ditional 


willing to assume 
respect 
which we 


management 
will or 


duties involved.” 


a» & 2 
Public Education Bulletin 


To improve the public understanding 
of the essentiality of saving and invest- 
ing, the investment banking industry 
has embarked on a nation-wide grass 
roots program, according to Hal H. 
Dewar. of Dewar, Robertson & Pancoast, 
San Antonio, president of the Invest- 
ment Bankers Association of America, 
announcing the first issue of the I.B.A. 
Public Education Bulletin, designed to 
I.B.A. Groups and _ individual 
member firms in their local public edu- 


assist 


cation projects. 

More than sixty investment bankers 
responsible for guiding I.B.A. Group 
public education activities attended the 
1.B.A. Public Education Forum on De- 
cember 3 and 4 at Hollywood, Florida, 
just prior to the opening of the annual 
convention of the Association. The 
Forum is under the direction of Joseph 
T. Johnson, president, The Milwaukee 
Company, and Chairman of the I.B.A,. 
Public Education Committee. 
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Inflationary Period Presents Problems in 


Managing Fiduciary Funds 


DR. CLARENCE W. FACKLER 


Assistant Dean, Graduate School of Business Administration, New York University 


E find ourselves in a high, al- 

ready-attained, and uncertain stage 
of inflation, having passed through the 
embryonic stage from 1933 to 1937, the 
nursing stage from 1937 to 1941, and 
the war stage from 1941 to 1945. It was 
during the years from 1933 to 1944 that 
the emphasis should have been on pro- 
tecting estates against losses due to in- 
flation. During this period, and especi- 
aly from 1935 to 1945, the larger losses 
in the purchasing power of the dollar 
occurred. 


But the fact that the inflation in the 
United States remains at a high level 
does not mean that the management of 
estates should not be constantly on the 
alert to detect those forces when and 
if they develop which can bring about a 
further loss of purchasing power. As 
long as there is a possibility of a re- 
newal of inflation, we are confronted 
with the problem of protecting the cor- 
pus of our estates and preserving the 
value of the current income derivable 
therefrom. 


Some of you think only of protecting 
the principal of an estate, while others 
desire to protect both the principal and 
the income. We must consider the op- 
portunities which you have to protect the 
estates left in your keeping. against the 
ravages of inflation, whatever may be 
your philosophy. 


Some Safeguards 


Business concerns can protect them- 
selves to some extent against the loss 
of purchasing power during inflation by 
making additions and betterments to 
plant and equipment (especially labor- 
saving devices), by carrying if possible, 
larger inventories, by increasing their 
research facilities, and by making ex- 
penditures for sales promotion activities 
to increase the value of their good will 





Excerpts from an address at the New England 
Trust Conference. Dr. Fackler first analyzed the 
background and nature of the “inflation that now 
confronts us,”” and then the problem of those who 
manage estates during an inflationary period. The 
Jatter part is covered in this report. 
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and to widen their markets. Mutual sav- 
ings banks and mutual insurance com- 
panies have the responsibility of safe- 
guarding the purchasing power of the 
equities of their stockholders. Before 
1933, they could hedge to some extent 
by purchasing gold, foreign exchange. 
or foreign currency bonds, but these 
avenues are not open to them today. 
The best that they can do is to try to 
increase their earnings and to retain 
them as reserves. 

To own rentable residential. farm, or 
business property is not a satisfactory 
hedge against inflation because the in- 
come from rents may be frozen, while 
the operating costs including taxes rise. 
Unless the owner rents his property on 
short-term leases, maintains the depre- 
ciable and depletable portion of his 
property by constant repairs and re- 
newals, and has the property heavily 
morigaged, there may easily by a shrink- 
age in the value of the invested capital. 
If the management of an 
legally invest the corpus in a going busi- 
ness enterprise, mercantile or manufac- 


estate can 


turing. and can enjoy and control a 
careful, reliable, competent, and _ eflfici- 
ent management, which can maintain a 
stable stock of saleable merchandise or 
produce a steck of saleable finished 
goods, the purchasing power of the in- 
vested capital can better be maintained. 

To purchase stocks has generally 
been considered the best hedge, though 
not a perfect hedge against inflation, 
because a good portfolio of common 
stocks will generally yield a higher re- 
turn than is derivable from government 
obligations, and stock prices and divi- 
dends generally advance sympathetic- 
ally with commodity prices. 


Large Declines Improbable 


In all probability, the profits of cor- 
porations will not deciine as a result of 
lower sales as much as they did in the 
early nineteen thirties. During a period 
of advancing inflation, a part of the 
profits comes from higher sales volume, 


and part from the inflationary rise in 
selling prices. If the Federal and state 
governments do not take larger slices 
by way of net profit taxes, and if labor 
of the 
wage in- 


does not take larger portiens 
direct 
creases, by pensions, or by shorter work- 


earnings by way of 
ing hours, as the requirements for new 
capital equipment taper off and as the 
need for surplus reserves becomes hard- 
er to justify, more profits will be avail- 
able for dividends. Higher prices for 
equities and/or higher dividends invari- 
ably materialize in the long run as a 
result of persistent and continued infla- 
tion. Of course, dividends may advance 
faster than stock prices, as has been 
the case in the last ten years. Or, they 
may advance slower than stock prices. 
So individuals and trusts find it to their 
advantage to shift from bonds to equi- 
ties at the start of, or during, a period 
of inflation and particularly to those 
equities which have been and which offer 
every reason to continue to be consist- 
ent dividend payers. However, largely 
that 
taxes took away much of the gain de- 


because of the fact progressive 
rivable from dividends, purchases of 
equities by large estates since 1939 have 
not been so attractive. But. the smaller 
estates, which were able to purchase 
equities fared better, because their in- 
comes fell in the lower brackets. 
Selectivity, of course, is of great im- 
The should be for 
stocks of companies which have passed 


portance. demand 
satisfactorily through the post-war re- 
adjustment period, the prices of whose 
goods and services are not fixed by 
the government, companies which are 
not likely to be embarrassed by anti- 
trust suits, companies which stand to 
profit by new innovations, companies 
where the element of labor is small or 
and where is an 
intensive use of labor-saving devices. 


its cost low, there 

Before 1933, the investment programs 
wére so arranged that the buying of 
equities and the selling of bonds coin- 


cided with the upswing of business ac- 
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tivity characterized by higher prices, 
profits, dividends, cost of living and 
money rates. When land prices began to 
decline and interest rates showed signs 
of firming, it became a good time in 
which to sell stocks and to purchase 
bonds because of the prospect of lower 
corporate profits. There was an uncon- 
trolled relationship, free from outside 
interferences, between security prices 
and business activity. But interest rates 
are not allowed to fluctuate, particularly 
on the advance. In January 1949 when 
they showed signs of advancing, the 
monetary authorities intervened by re- 
ducing reserve and margin requirements 
in order to lower the interest rates, and 
the Treasury reversed its promised poli- 
cy of debt reduction, and gave tacit as- 
surance that the 2-14‘7 long-term gov- 
ernment rate would be continued. By so 
doing, it embraced the inflation already 
attained, and gave the impression that 
it would be wedded to inflation if the 
demands for expenditures grew. Since 
then, it has consistently dry-nursed the 
farmers by its farm support program 
and industrial labor by its labor policy. 
While the huge annual Federal expendi- 
tures which had reached the sum of 
$63,714,000,000 in 1946 dropped to 
$39,326,000 in 1948 with the resulting 
surplus of $5,419,000,000 the public 
debt is rising again, and now stands at 
$256,875,000,000. The national income, 
which is stated in cheap dollars, must, 
therefore, be maintained at a high level 
if the government is not to be embar- 
assed. 


Rates and Prices 


All this indicates that the cylical 
movement of money rates has been ar- 
rested, and that the opportunity for ma- 
terial appreciation in high grade bonds 
has disappeared, unless, of course, the 
government is to further cheapen its 
money rates. In fact, with any sign of 
strengthening interest rates, bond prices 
will move moderately lower. Not only 
is the dollar income from bonds low, 
but the purchasing power of the dollar 
is low and there is no immediate pros- 
pect of any sustained rise in either one. 
The trustee who is not permitted to buy 
equities or to take minor speculative 
risks has, therefore, two very good rea- 
sons why he should not buy long-term 
bonds and two very good reasons why 
he should in fact reduce his holdings 
of these securities. 

As long as the Administration has re- 
course to borrowing from the commer- 
cial banks, which creates new bank de- 
posits of its own, it will not permit a 
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sharp decline in business activity, in 
the dollar volume of business, in farm 
incomes, in the income of small income 
receivers and in veterans’ incomes. The 
larger the Federal Government debt, the 
greater are the interest payments and 
the more the government is interested 
in a higher national income in order 
to keep its debt burden low. In spite 
of low interest rates, the annual interest 
on the public debt is now around $5,- 
500,000,000, which is more than the 
annual budgets of the nineteen twenties. 
It will try to keep the purchasing power 
of the people, which is to say the na- 
tional income, high in the next few 
years by expanding government ex- 
penditures, including expenditures for 
low-cost housing and public works; for 
health and education, and for farm and 
foreign aid. It remains committed to the 
maintenance of farm prices and high 
living costs, to a big armament program, 
and until 1952 at least to aid foreign 
countries, to guarantee foreign invest- 


ATTENTION: 


ments, and to finance the exportation of 
farm products. All this may very well 
mean an increasing public debt. The 
Administration does not even need to 
try to induce institutional investors to 
acquire its obligations, because it surely 
realizes much better than most people 
that the expansion possibilities of the 
Reserve System are entirely adequate. 
A trust officer should not feel, there- 
fore, that the inflation has necessarily 
run its course. Labor and farm groups 
will still exert what pressure they can 
for higher incomes which will make for 
higher prices. The military will continue 
to seek a larger share of the Federal 
budget. Money rates will remain low. 
The income tax rate structure will re- 
main substantially unchanged. Competi- 
tion for good mortgages will increase, 
and there should be an ample supply of 
tax exempt bonds offered by states and 
municipalities to finance the building of 
schools, hospitals, public works, and 
veterans’ bonuses. The State of Pennsyl- 


Trustees of Estates, Colleges, 
Endowments and Institutions 


10 East 45TH STREET 


“The time-tested, successful, proven record of perform- 
ance of the mutual companies eliminates the great risks 
involved in selecting managers ... of endowment, trust 
and pension funds. Trustees . . . can be relieved of onerous 
administrative duties and investment responsibilities by 
reliance on such proven management. Economies in admin- 
istration and accounting are also valuable by-products not 
to be ignored. If ... trustees are well advised, they will 
take advantage of the proven services of the many and 
varied mutual investment companies. . . .” 

—O. GLENN SAXON 


Professor of Economics, Yale University 


For information on how Mutual Funds can help you, 
write the Manager. 


MUTUAL FUNDS DEPARTMENT 


Recommendations based solely on your needs 


KIDDER, PEABODY ®& CO. 


Members New York Stock Exchange 





New York 17, N. Y. 
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INSTITUTIONAL 
BOND SHARES 


A CLASS OF 


GROUP SECURITIES, INC. 
Incorporated 1933 


Purchases limited to bonds 
legal for savings banks 
and/or insurance compa- 
nies in New York State. 


Approximate price 
per share $9,91 


A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 





established 1928 


_Al 
Mutual 


J nvestment 


Fund 


prospectus from 
your investment dealer 


or 


PHILADELPHIA 2, PA 





vania recently voted a $500,000,000 
bond issue to pay a veterans’ bonus 
without providing the revenue with 
which to pay the interest on the bonds. 
Of course, trust officers in buying muni- 
cipals must constantly examine the 
credit outlook for municipalities. Shifts 
in population always create new prob- 
lems of relief in any recession, and 
newly established and unseasoned com- 
panies may not be able to exist in a 
buyers’ market like the present one 
where competition is becoming keener. 


In deciding whether or not to buy 
equities, one should note that the spread 
between bond and equity incomes is now 
greater than ever before and that only 
about 2/5 of corporate earnings are 
now paid out in dividends, so that earn- 
ings can decline considerably without 
any necessary reduction in dividends. 
Moreover, stocks have not advanced 
sympathetically with the loss in the 
purchasing power of the dollar, and 
there is still the opportunity for larger 
earnings from increases in the efficiency 
of labor and management in industry. 

There are four important things to 
remember: 


1. That excessive government borrow- 
ing and spending lays waste to our eco- 
nomic powers. 

2. That progressive taxation at high 
and increasing rates, while it will re- 
strain somewhat the forces making for 
still higher prices, will at the same time 
tend to have the opposile price effect by 
encouraging idleness and consequently 
to discourage full production. 


3. That you are still dealing with “the 
new economy of the three wonders” : 


(a) The people wonder if the gov. 
ernment can really insure per- 
petual prosperity for everyone. 


(b) The government wonders at its 
seeming success to date in sell- 
ing its full-coverage policies. 

(c) Everyone wonders where the 
money will come from to pay 
the premiums for a level of 
living that we may not be work- 
ing hard enough to enjoy. 

4. This is what I would call “The 
Fiduciary Law of Decreasing and In- 
creasing Returns.” It goes something 


like this: 


If, in any economy, increasing units 
of the variable factor, Currency, are 
added to the factor, Productivity, which 
for one reason or another is kept rela- 
tively stable, there comes a time when 
the average, additional, and total re- 
turns to the estates in that economy 
diminish. 


But, in any economy. if increasing 
units of the variable factor, Productivity, 
are added to the factor, Currency, which 
is for one reason or another kept rela- 
tively stable, there comes a time when 
the average, additional, and total returns 
to the estates in that economy increase. 


This is the one principle that, as trus- 
tees of estates, we should require those 
coming ahead under us should not only 
commit to memory, but pass on to those 
who will come after them. We cannot 
forever be learning by experience! 


Certificates of Participation in 


INVESTMENT FUNDS 


Keystone 


( ustodian 


Funds 


investing their « apital 


IN 
BONDS 


(Series B1-B2-B5-B4) 


PREFERRED STOCKS 


(Series K1-K2) 


COMMON STOCKS 


(Series SI-S2-S5-S4) 


P ospectus from your local investment dealer or 


The Keystone Company of Boston 


50 Congress Street, Boston 9, Mass. 
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INVESTMENT COMPANIES 
IN NEW SPOTLIGHT 


N outstanding development in the 

investment banking industry during 
1949 was the increased interest that im- 
portant underwriting and Stock Ex- 
change Member Firms have taken in the 
sale of open-end investment company 
securities. One for this is the 
conviction on the part of many firms 
that the investment business has under. 


reason 


gone a fundamental change. 

More people have more money than 
in any decade in our country’s history. 
But they are not the same people who 
had it before. The ranks of the large 
private investors have been reduced. 
while a legion of smaller investors, actu- 
al or potential. have come upon the 


scene. 
More People, More Money 


Fifteen million more people live in 
the United States today than lived here 
hefore the war. Total disposable income 
in 1937 was $71 billion; in 1948 it was 
S191 billion. In the years 1937 through 
1939 total personal savings were $7.6 
hillion: in 1946 through 1948 savings 
were $27.4 billion. At the close of 1939 
total liquid assets in the hands of indi- 
viduals were $45 billion; at the end of 
1948 they were $152 billion. 

Even in prosperous 1937, individuals 
with incomes of under $3,000 a year re- 
ceived approximately 85 per cent of our 
population’s money income, after taxes: 
those having incomes of from $3,000 to 
87.500 received only 7 per cent. Con- 
versely, in 1948, 
$3.000 class received only 32 per cent, 
while those in the $3.000 to $7,500 class 
increased their 7 per cent to 51 per cent. 


those in the under 


Through the medium of investment 
companies, security houses are endeav- 
oring to reach the vast number of new 
units of wealth. Such units thereby are 
receiving satisfactory investment guid- 
large. small, 

there is 


ance. And to any investor 
sophisticated, uneducated 
available a broad choice of investment 
company securities to conform to al- 
most any reasonable objective he may 
have. 

The stocks of closed-end 
companies, because of their leverage 


common 


where present and because of their not 
heing tied to asset value, have fluctuated 

Excerpts from the report of the Investments 
Companies Committee, Hugh Bullock, chairman, at 


the Annual Convention of the Investment Bankers 
Association, Hollywood, Fla., Dec. 4, 1949. 
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in price more widely than the shares of 
open-end companies. Almost all com- 
mon stocks of closed-end companies have 
sold at a discount below their asset value 
in the last decade—just as most of 
them sold at premiums in the Twenties. 
This discount, however, has decreased 
in recent years and, in one or two in- 
stances, has disappeared. This last Sep- 
tember 30, the average discount at which 
common stocks of closed-end investment 
companies sold below their asset value 
was slightly over 20 per cent. It seemed 
to make little difference whether such 
shares were in the leverage or non-lev- 
erage category as to where they sold in 
relation to their asset value. 


Asset Value Related 


The open-end company’s shares at 
all times have a definite relationship to 
asset value because of the company’s 
agreement to repurchase them at such 
value. Indeed the open-end company is 
virtually always repurchasing shares or 
issuing new shares, whereas the closed- 
end company’s capital is relatively static. 
In the first nine months of 1949, open- 
end companies repurchased $67,000,000 
worth of their shares, and issued $260,- 
000,000 in new shares. Except for a 
slight increase last year the outstanding 
capital of closed-end companies has de- 
creased each year since 1929. 


There are only two leverage compan- 
ies in the open-end field. Yet, even 
though the capital structure of the open- 
end company is relatively simple, with 
the corporation or common law trust 
having only one class of share, never- 
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Ay year of 
consecutive 

dividend payments 





SOUTHERN CALIFORNIA 
EDISON COMPANY 


COMMON DIVIDEND NO. 160 
PREFERENCE STOCK 

4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 11 
PREFERENCE STOCK 

4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 7 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 


50 cents per share on the Com- 
mon Stock; 

28 cents per share on the Pref- 
erence Stock, 4.48% Convertible 
Series ; 

281, cents per share on the Pref- 
erence Stock, 4.56% Convertible 
Series. 

All three dividends are payable 
January 31, 1950, to stockholders 
of record January 5, 1950. 


T. J. GAMBLE, Secretary 


December 16, 1949 


THE COLUMBIA 
GAS SYSTEM. INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 


Common Stock 
No. 61, 183/4¢ per share 


payable on February 15, 1950, to holders of 


theless, such shares represent a pro-rata record at close of business January 20, 1950. 


interest in funds of many varieties. As- 
sets of the funds that invest primarily in 


Dace Parker 


January 5, 1950 Secretary 





EATON & HOWARD 
BALANCED FUND 


EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE T®O MANAGED INVESTMENT FUNDS MAY 
BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO 


EATON & HOWARD 


INCORPORATED 


BOSTON 
TWENTY-FIVE YEARS OF INVESTMENT MANAGEMENT 


24 Federal Street 
BOSTON 


333 Montgomery Street 
SAN FRANCISCO 





35 








common stocks form almost half of open- 
end assets. Some of these common stock 
funds invest in orthodox “blue chips”; 
others are more venturesome and go in 
for “growth stocks”; some are charac- 
terized by broad diversity; others be- 


lieve in relatively few holdings; some 
accumulate considerable cash when they 
consider that stocks may be somewhat 
over-priced; others remain fully invested 
under virtually all conditions. 

During the war years and immediate- 





THE LORD-ABBETT 


INVESTMENT COMPANIES 


AFFILIATED FUND, INC. 
AMERICAN BUSINESS SHARES, INC. 


Prospectuses on request from 


your investment dealer or 


Lorp, ABBETT & Co. 


63 Wall Street, New York 


CHICAGO 


ATLANTA 


LOS ANGELES 








The 
Bond Fund 


OF BOSTON 


Massachusetts Investors Trust 


MASSACHUSETTS 
INVESTORS SECOND FUND 


Poston Fund 


Ai prospectus relating to the shares of any of these separate 
investment funds may be obtained from the underugned, 


VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


NEW YORK 
61 Broadway 
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CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 





ly thereafter, there was a spectacular 
growth of the bond and specialty funds, 
Here investors can purchase an interest 
in funds containing bonds of various 
grades, or preferreds, or low priced 
shares, or steel, automotive, aviation, 
utility, rail, bank, insurance, and other 
categories of stocks. In 1947 most net 
capital was raised by so-called “balanced 
funds”—funds that always have some 
proportion of their investment in senior 
securities as well as common stocks. But, 
in 1948 and 1949, common stock funds 
once more went into the lead in both 
gross and net sales. 
Investment company securities will 
depreciate when the next severe depres: 
sion comes along, but the shares of a 
well-managed company 
would seem to offer an investor a larger 
measure of protection of principal, re- 
liability of income, marketability, and 
reasonable opportunity for appreciation, 


investment 


combined—those four factors combined 
than any other general class of se- 
curity available. 
Acts as Public Stockholder 


From time to time we see instances of 
investment companies playing the role of 
public stockholders. An 
company which may own a substantial 
block of stock of an industrial corpora- 
tion, and believes that the management 
of such corporation is not operating in 
the best interest of stockholders can. 
because of its holdings, endeavor to rec- 
tify the situation. A small stockholder 
could not. Last spring, two or three 


investment 


prominent open-end investment com- 
panies, as a gesture of protest. failed to 
give their proxies to the management 
of a large industrial company. 

During recent years an increasing 
number of fiduciaries have invested in 
securities of investment companies. Ne- 
braska has legalized the purchases of 
such securities by trustees and life in- 
surance companies. Earlier this year, 
New Hampshire specifically authorized 
such investments by trustees, subject to 
the Prudent Man Rule, and, subsequent- 
ly has permitted savings banks to pur- 
chase securities of investment compan- 
ies having certain qualifications. As 
early as 1937, Oregon authorized the 
purchase of investment company securi- 
ties by charitable and educational trusts; 
in 1947 Oregon abandoned the former 
“legal list” by adoption of a Prudent 
Man statute applying to trustees gener- 
ally; and, this year, the statute was 
amended specifically to permit invest- 
ments in common stocks and other cor- 


porate securities. 
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Board of Directors 


Edward E. Brown 
Chairman of the Board 


Leopold E. Block 
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Inland Steel Company 
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Director, Hills-McCanna 
Company 


J. D. Farrington 


President, Chicago, 
Rock Island and Pacific 
Railroad Company 


James B. Forgan 
Vice-Chairman of the Board 


Walter M. Heymann 


Vice-President 


Henry P. Isham 
President, Clearing Industrial 
District, Inc. 


James S. Knowlson 


Chairman of the Board 
and President, 
Stewart-Warner Corp. 


Homer J. Livingston 
Vice-President 


Hughston M. Mc Bain 


Chairman of the Board, 
Marshall Field & Company 


Bentley G. McCloud 


President 


James Norris 
President, Norris Grain Co. 


John P. Oleson 
Banker 


Irvin L. Porter 
Banker 
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Statement of Condition December 31, 1949 


ASSETS 


Cash and Due from Banks ” : : ‘ 


United States Obligations—Direct and fully Guaranteed 


$ 715,904,011.42 


Unpledged , 
To Secure Public Deposits and 


- $ 560,139,741.25 


Pledged 

Deposits Subject to Federal Court Order 196,941,810.00 

To Secure Trust Deposits 81,531,004.97 
Under Trust Act of Illinois. ‘ 512,000.00 994.888,826.39 
Other Bonds and Securities . ‘ ‘ ‘. ‘ ‘ A 98,869,256.81 
Loans and Discounts ; . , ‘a , . e ° 790,957,228.52 
Real Estate (Bank Building) . , ‘ R ‘ . ‘ 2,555,847.71 
Federal Reserve Bank Stock . ‘ ‘ , “ . . 4,350,000.00 
Customers’ Liability Account of Acceptances . ° ‘ ‘ 3,629,255.97 
Interest Earned, not Collected . ‘ ; m ‘ . ‘ 5,885.554.16 
Other Assets. ° ° , ‘ ° i ° ° 193,998.88 
$2,461,469,709.69 

LIABILITIES 

» Capital Stock . , ‘ : : ‘ . ° ° - $ 75,000,000.00 
Surplus. ‘ ' ; is ‘ ‘ ‘ . P ‘ 70,000,000.00 
Other Undivided Profits. . ‘ . ° ° ° ° 9,290,838.46 
Discount Collected, but not Earned. ° ° ° ° ° 1,054,446.27 
Dividends Declared, but Unpaid ‘ ° . ° ° 1,500,000.00 
Reserve for Taxes,etc. 4 : . ‘ . . “ 21.360,092.31 
Liability Account of Acceptances. ‘ ‘ ‘ ‘ ‘ 4,651,670.99 

Time Deposits . R ‘ : ‘ - $ 444,771,789.09 

Demand Deposits. ‘ . ‘ : 1,641,425,482.72 
Deposits of Public Funds . ‘ ‘ ‘ 192.414,072.58  2,278,611,344.39 
Liabilities other than those above stated . . . ‘ 1,317.27 


$2.461.469.709.69 
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Chairman of the Board, 
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(Indiana) 


Robert E. Wood 


Chairman of the Board, 
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Reference should be made to the introduc- tien | I 2 3 4 5 6 7 8 wi 9 
tory article in the July issue, outlining pur- Present 99/62/06 F-99989 /99-—— se ~12/¥/47 
poses of publication and considerations in Mgmt. Principal Inc. Principal if let 
interpreting the figures. —- Editor's Note. Since _—~PPrincipal High Low Prin. % Low High Prin. % 
d - a a 
BALANCED FUNDS 
American Business Shares —...---..- —-.-. 1939 a — — 100.0 — 65.9 170.1 131.2] 3.9 
I 1938 — — — 100.0 — 71.4 189.3 4.1: 
I a3 es 1938 — — — 100.0 — 88.1 213.7 4.0: 
Boston Fund _ Eases romps 1932 103.1 171.9 72.6 100.0 3.46 60.2 164.8 3.7 
Commonwealth Investment a 1932 | 106.3 168.4 64.4 100.0 3.05 73.5 199.2 3.0: 
Eaton & Howard Balanced - 1932 114.5 134.7 80.0 100.0 4.27 73.6 153.6 3.8: 
Fully Administered Shares (Group Securities) 1938 — — — 100.0 — 69.4 156.6 > 6" 
General Investors Trust —.._________ —-____-_-_- 1932 110.0 152.7 714 100.0 4.20 65.2 134.7 41 
Investors Mutual — ee are ee eer 1940 — — — — — 73.5 151. 3.66 
Johnston Mutual Fund . sciecccin neces eap ee 1947 — — — se me — — = 
Nation-wide Securities** —.._______.. : 1932 102.6 174.6 70.3 100.0 2.32 59.6 133.2 3.34 
SS ESS aren eae eee ee ee 1947 ae = _ = ae ee ae es 
George Putnam Fund ek? F sees 1938 — — — 100.0 2.76 69.2 130.6 3.68 
Mutual Fund of Boston**** saute 1944 = — a -- -— — 155.0 3.2¢ 
Scudder Stevens & Clark —...................-.- 1928 97.4 119.2 75.7 100.0 3.25 80.9 147.7 3.7( 
Wellington Fund — secon o 1928 105.2 1438.4 69.5 100.0 2.41 75.0 154.1 3.02 
I NN , 1947 = — — — -— moe -= == 
Wisconsin Investment*** _ on 1939* — ame oui 100.0 -_ 65.1 219.4 2-1 
AVERAGE: BALANCED FUNDS _ — 105.6 152.1 72.0 — 3.22 70.8 161.0 3.58 
STOCK FUNDS 
Affiliated Fund*** SPs, 1939 ae — -— 100.0 — 50.2 224.9 4.33 
Broad Street Investing Corp. Sen anne s 1932 109.9 156.6 76.6 100.0 3.60 60.1 198.8 4.34 
Bullock Fund : 1932 109.8 168.8 69.6 100.0 1.77 61.0 171.2 3.23 
Delaware Fund 1937 _- — — 100.0 — 76.1 172.8 2.66 
Diversified Investment Fund (N. Y. Stocks) *** 1944 wi — —_ = —_ —_— 150.8 5.97 
Dividend Shares __--.-..- ai 1932 109.0 163.2 70.7 100.0 1.88 62.1 151.6 3.58 
Eaton & Howard Stock cinnnnemsantisnenes 1931 107.1 147.0 7h.4 100.0 3.86 62.7 154.8 3.44 
Fidelity Fund _ 1943 — -— — — — — 177.5 4,19 
First Mutual Trust Fund 1937 — — — 100.0 3.15 59.2 127.2 3.20 
Fundamental Investors - 1932 105.2 146.0 67.4 100.0 2.98 64.8 206.5 3.33 
Incorporated Investors __. 1925 103.6 165.2 80.2 100.0 2.58 63.9 219.3 4.84 
Institutional Shares (Stock & Bond vans 1944 in —_— — = aes — 174.4 3.27 
Investment Co. of America __- 1939* — _- — 100.0 — 69.0 192.2 155.2) 4.04 
Investors Management Fund 1931 107.7 161. 66.8 100.0 4.27 67.7 179.1 148.6, 3.59 
Knickerbocker Fund _. oe ene RN ne 1938 — — — 100.0 — 59.8 126.2 | 3.94 
Loomis-Sayles Mutual Fund 1929 72.4 481.7 87.7 100.0 2.54 74.2 188.6 3.37 
Loomis-Sayles Second Fund ; 1934 88.3 131.2 92.7 100.0 2.74 71.8 184.5 3.31 
Massachusetts Investors Trust .- 1924 110.7 147.5 72.8 100.0 3.88 59.7 151.1 4.52 
Massachusetts Investors 2nd Fund 1934 114.2 157.0 70.3 100.0 3.31 57.4 171.8 3.39 
Mutual Investment Fund __. 1926 129.7 173.4 75.5 100.0 4.31 56.1 163.5 3.64 
National Investors _. 1937* pa -— 2 100.0 3.10 | 60.7 220.8 161. 3.67 
National Securities — Income*** 1940 — — — — — 66.0 135.1 92.6 6.35 
New England Fund 1931 117.4 159.1 70.8 100.0 2.85 61.4 134.4 117.6. 3.75 
Selected American Shares __ a 1933 123.8 178.1 80.4 100.0 3.30 60.9 172.2 133.) 3.49 
Sovereign Investors ___.... . 1936 — 166.6 68.6 100.0 1.78 62.5 123.4 104. 2.79 
State Street Investment Corp. 1924 92.8 155.2 74.0 100.0 3.75 60.7 178.3 146.5 2.92 
Wall Street Investing Corp. - a 1946 _— — — — — — — 143.7 3.02 
AVERAGE: STOCK FUNDS —____ — 106.8 156.7 7hb 100.0 3.09 63.4 171.0 134.6 3.56 
90 STOCK INDEX (Standard & Poor’s) — 106.7 148.3 67.5 99.2 — 59.3 152.9 
CONSUMERS PRICE INDEX (B.L.S.) - — — — — 99.6 — 99.6 167.0 
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CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. | 
COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 

COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. | 
COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 

all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. | 
COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest | 
on their portfolio securities (excluding all capital distributions). 
COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by the average of the twelve month-end offering prices ending on the corresponding dates. 

COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two " 
preceding annual periods. 
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gs % 9 10 1h | #12 13 14 15 16 17 18 19 20 
‘ Last 12 mo. Div. % ; 
~12/$/47 12/31/48 11/30/49 Last 24 Mos. 12/31/49 12/31/49 5-Yr. Avg. 
Inc. Inc. Inc. Principal Pure Cap. Prin. Less Cum. Pure 
Prin. % Prin. % | Prin. Jo High Low Prin. Inc. Distr. | Cap. Distr. (Bid) Income % 
aes a eee Pee pe eee oampagaee 
131.2} 3.95 128.4 4,20 131.4 4.56 138.8 120.7 135.3 4.53 _ 106.9 3.60 
143.5] 4.14 137.3 4.53 | 140.6 5.50 158.3 122.6 149.6 4.64 .75 125.9 3.59 
169.1} 4.02 165.1 2.99 168.5 4.03 184.9 152.0 174.7 4.01 1.29 140.7 2.98 
130.8] 3.79 129.8 3.82 140.7 4.52 | $144.9 121.2 144.9 4.47 ~ 126.1 3.57 
167.7] 3.02 160.3 3.71 169.2 4.35 181.5 151.7 P172.1 P4.33 P .79 P147.5 3.12 
130.7] 3.84 130.2 3.89 146.3 3.82 | 4150.0 124.5 148.2 4.15 — 139.9 3.53 
128.7} 2.67 123.6 3.87 123.4 4.68 139.9 114.4 127.9 4.66 34 106.7 3.08 
111.7] 4.12 106.1 5.05 107.8 5.61 120.3 95.1 109.5 5.60 1.20 93.2 4.89 
127.9} 3.66 124.5 4.05 132.7 4.66 | $136.7 121.1 4135.5 4.62 .60 4114.3 3.68 @ 
140.24 — 135.6 4.26 141.6 4.48 151.9 127.8 142.6 4.67 .23 141.2 = @ 
115.3) 3.34 112.: 4.48 119.7 4.60 | {122.7 108.6 121.4 4.80 19 101.0 3.76 
129.33 — 126.1 3.89 125.0 4.73 143.1 114.0 130.3 4.72 a 128.9 —" 
111.5{ 3.65 109.2 3.83 115.2 4.03 | 120.0 104.6 P119.9 P4.26 P .89 P104.0 3.38 
125.9 3.20 125.6 3.67 134.9 3.67 | $188.2 122. 137.0 3.85 _ 132.1 2 
126.0 3.70 122.1 3.93 130.7 4.01 | ¢133.6 117.0 P133.2 P4.08 P .88 P120.5 3.49 
130.2 3.02 130.1 3.54 139.2 4.09 | ¢141.8 125.8 141.8 4,22 1.19 113.7 3.11 
vt i 143.2 4.17 151.5 4.38 | {154.1 130.6 152.8 4.35 17 150.4 — 
176.0 2.16 172.0 1.95 189.5 3.10 | {191.5 167.1 P191.5 P3.66 P2.53 P142.6 2.21 
132.8 3.58 | 129.9 4.00 136.4 445 | 144.7 122.0 139.8 4.47 .76 119.5 3.52 
4.33 150.2 5.29 156.6 7.02 169.6 138.2 163.4 6.95 — 107.7 4.01 
4.34 138.2 4.81 147.6 5.22 156.8 128.2 150.8 5.48 _ 126.6 4.19 
3.28 124.1 4.45 135.2 5.24 143.6 112.5 141.7 5.16 38 121.5 3.55 
2.66 136.8 3.45 140.8 3.00 149.9 127.5 144.1 3.65 3.99 78.9 2.55 
5.97 108.0 6.17 111.8 5.79 122.7 99.4 117.0 5.74 sans 110.5 — © 
| 3.58 120.9 3.95 129.4 4.87 | {134.6 112.1 134.6 4.80 1.08 114.0 3.55 
31.0! 3.44 133.2 3.80 156.1 3.64 | {161.5 122. 159.4 4.10 2.85 140.8 3.29 
3.2) 4.19 139.4 5.76 156.6 5.77 | {161.8 128.8 160.9 5.10 59 142.2 4.12 e 
87.1 3.20 | 86.6 3.91 86.7 5.19 95.9 79.1 89.0 5.35 a 67.8 3.24 
164.9 3.33 | 160.2 4.63 172.7 4.90 184.0 145.8 179.2 4.74 55 154.6 3.26 
157.8 4.84 | 147.8 5.67 155.8 6.34 175.7 1382.9 161.7 6.13 — 128.1 4.38 
135.0) 3.27 | 124.5 4.23 125.6 5.31 145.2 109.0 130.8 5.30 2.64 107.2 ae 
155.2, 4.04 | 150.2 4.20 153.3 4.49 166.9 136.9 155.3 4.28 3.46 113.3 3.48 
5 3.59 144.3 4.93 155.3 5.29 165.9 132.3 160.0 5.14 84 132.1 3.59 
1) 3.94 91.7 4.26 91.9 4.93 107.0 83.0 95.9 4.91 2.58 64.0 3.42 
3.37 148.1 3.23 159.8 3.03 164.6 143.8 162.0 2.70 4.07 113.4 2.77 
3.31 144.4 3.55 156.9 3.28 161.8 138.4 159.5 3.05 5.11 129.0 2.97 
4.52 113.0 5.10 123.9 5.30 129.7 105.0 128.1 5.28 _ 122.7 4.39 
3.39 124.1 4.24 134.0 4.31 140.1 113.0 137.6 4.43 _ 114.1 3.70 
3.64 115.9 3.36 128.2 3.53 134.3 107.9 $129.5 4.01 1.77 $121.7 3.23 
3.67 145.9 4.24 165.3 5.43 | $171.1 137.5 171.1 4.46 1.45 144.6 3.41 
6.35 89.2 6.16 88.2 6.45 99.8 78.9 92.1 6.44 1.10 81.6 5.95 e 
3.75 111.8 3.83 119.1 3.98 125.9 104.2 122.1 3.75 59 110.1 3.57 
3.49 124.4 4.71 130.0 5.14 144.2 118.8 131.2 5.30 _ 108.0 3.70 
£ 2.79 98.2 3.58 97.4 5.79 110.6 89.0 P101.3 P5.77 P .79 P 78.6 3.11 
2.92 152.3 3.65 168.3 3.72 | $171.7 137.5 166.2 §3.70 5.21 120.7 2.95 
3.02 140.8 3.47 153.1 3.56 158.7 132.1 157.4 3.83 _ 157.4 a’ 
129.9 4.21 139.3 4.64 | 148.4 119.7 142.9 4.60 2.23 115.4 3.47 
— 120.7 _ 127.5 =e 136.2 107.6 133.1 _ — ii _ 
ical 168.6 si 174.5 167.0 _ — — _ ome 


171.4 














CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 

| COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
| age of all those stock or balanced funds in existence at the time. 





***Not included in balanced or stock average: 
Wisconsin Investment Co. balanced fund for too short a_ period 
Affiliated Fund has leverage due to borrowed capital. 
Diversified Investment & National Income are partially invested in 
high income bonds and preferred stocks. 


’rincipal index begins after 1939 base date. 


ef 
| § Also issued warrants. 
d + Ex-dividend on this date. 
{ Two-year high current month. 
* Date commenced operation as Mutual Company. 


st > Fund in 1945. Column 19 for funds organized since 1946. 

1 . . y . 
d \ Source: Direct from Companies. ****Name changed from Russell Berg Fund. 
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TAX AND LEGAL CLINIC 


CURRENT QUESTIONS ANSWERED AT MID-CONTINENT 


HE closing session of the Mid-Conti- 

nent Trust Conference* in Chicago 
on December 2nd was devoted to a Tax 
and Legal Clinic under the able leader- 
ship of William H. Dillon, of the local 
law firm of Concannon, Dillon & Snook, 
and past chairman of the American Bar 
Association’s Section of Real Property, 
Probate and Trust Law. 


Associated with Mr. Dillon the 
panel of experts were Charles F. Mar- 
quis, Allin H. Pierce, Raymond H. 
Schultz and Harry B. Sutter. Time pre- 
vented coverage of all the questions sub- 
mitted. Those answered at the session 
are summarized below; the remaining 
ones have been prepared and will be 
reported later. The questions are in the 
smaller type. 


on 


The 1948 Tax Law states that the marital 
deduction on Federal estate tax computation 
can be up to 50% of the adjusted estate. The 
Commissioner has ruled that the marital de- 
duction is mandatory—not optional. If man- 
datory, what does “up to” mean? Further, by 
regulation, the Commissioner has set up a 
complicated formula for figuring the marital 
deduction and debits for state and federal 
taxes paid. He should be overruled by the 
courts as a matter of Congressional intent. 


Mr. Marquis: “Up to” means “not in 
excess of.” In other words, the marital 
deduction is limited to 50%. I believe 
the regulations are reasonable and in 


*See Dec. T&E, p. 764 for highlights. 
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accord with the intention of Congress. 
While the formula for computing the 
marital deduction is complicated, it is 
A good portion of the 
involvements result from the provisions 
relating to state and federal taxes. How- 
ever, Congress, not the Commissioner, 
bears the responsibility therefor, since 
subsection $312(e) (1)(E) (i) of the 
Code requires that in valuing property 
passing to the surviving spouse “there 
shall be taken 
which a tax imposed by this chapter, or 
any estate, succession, legacy, or inheri- 
tance tax, has upon the net value to the 
surviving spouse of such interest.” 


necessarily so. 


into account the effect 


Joint Tenancy Gift 
Where the husband has created a joint ten- 
ancy and the wife thereafter restores her in- 
terest in the property to the husband, is 
there a taxable transfer by the wife? 


Mr. Pierce: The answer is absolutely 
yes. The creation of a joint tenancy or 
tenancy by the entireties is, in the first 
instance, deemed a taxable gift; and it 
is so regarded in Regulations 108, Sec- 
tion 86.2(5). The gift then being com- 
plete, the wife has a separate interest; 
and we may start over. Now, if the wife 
thereafter gives her separate interest to 
her husband, this transfer, even though 
it operates as a restoration, is a gift- 
back which is reportable for gift tax 
purposes. 


Courtesy of Banking 


Delegates at Mid-Continent Trust Conference 


40 





The value of the interest transferred 
by the wife will be deemed to be at 
least half of the value of the joint prop- 
erty; and it might be more, particularly 
if the husband’s expectancy is short, so 
that the probable value of the wife’s 
interest is more than that of her husband. 
In an entirety, the value of the in- 
terest of each spouse is measured on an 
actuarial basis. Section 86.19(h), Reg- 
ulations 108. Now in the case of a joint 
tenancy, and particularly in_ Illinois 
where a joint tenancy is regarded some- 
what like a tenancy in common with an 
added survivorship factor, the value of 
the transferred interest would probably 
be deemed one-half of the value of the 
property as a whole. However, if the 
husband were on his deathbed and the 
wife were a young woman, probably at- 
tention would be given to realities, with 
the result that the value of the wife’s 
interest might be computed with regard 
to the life expectancies of the parties. 

It should be noted that the gift back 
would be between spouses, so that the 
split gift provisions of the 1948 Act 
would apply. Thus a marital deduction 
would be allowed for gift tax purposes 
Also the personal exclusion and ex- 
emption applicable to gifts would be 
allowable. 


Another factor to be noted in_ the 
question is this: The question assumed 
that the reason for restoring the half 
interest to the husband was to reduce 
the tax. That is an ele- 
ment in determining gifts in contempla- 
tion of death. Gifts made with a view 
to saving estate taxes, as distinguished 
from with a 
view to considerations related to death. 
Hence the question in itself assumes that 
the gift was motivated by thoughts of 
death, and was a gift made in con- 
templation of death. 


wife's estate 


income taxes. are made 


Living Trust Plan 


A bachelor 76 years old, in very poor health, 
created an irrevocable trust under agreement 
directing the trustees to apply so much of 
the income and principal of the trust as may 
be necessary, in the judgment of the trustees, 
to provide for the comfortable care and sup- 
port of the trustor during his lifetime. The 
trustor placed all of his property amounting 
to about $200,000 in said trust and provided 
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that upon his death the entire remainder 
should be divided equally among four brothers 
and sisters, or the issue per stirpes, of any 
who did not survive him. The motive of the 
trustor to assure his care and support 
during his lifetime, to his natural benefici- 
at his death. Could any other arrange- 
accomplish the same purpose, and pos- 
avoid gift tax returns or otherwise be 
advantageous taxwise? 


was 


aries 
ment 
sibly 


more 


Mr. Schultz: Let the individual create 
a trust which requires the trustee to 
apply so much of the income and prin- 
cipal of the trust as may be necessary in 
the judgment of the trustee to provide 
for the comfortable care and support 
of the trustor during his lifetime and 
have upon 
his death. as stated in the question. 


the entire remainder pass, 
However, have the trust agreement pro- 
vide that it shall be revoked upon the 
direction of the grantor, the trustee and 
possibly one other person who has no 
adverse interest in the trust. 


Under the Regulations, no completed 
gift has been made and no gift tax 
is applicable. The Regulation provides 
that a trustee is not a person having an 
adverse interest. It would seem, there- 
fore, that this plan would avoid the 
payment of a gift tax and that money 
which otherwise would be paid as gift 


tax would be retained in the trust. 


While a guardian would have the 
grantor’s power to act in respect to a 
revocation, such guardian would not 
control the action of the trustee or any 
other person whose consent or direction 
is necessary to effect a revocation. 


Double Power 


Subsection five of the will provides that: 
(wife) may from time to time and at 
any time appoint to the residual trust pro- 
vided for hereinafter, any part or all of the 
principal of the trust (marital trust) free 
of the trust, as she may desire. This power 
shall be exercisable by —— (wife) alone and 
favor of the residual trust and evi- 
dence of its exercise shall be in writing. Any 
such property so appointed shall be trans- 
ferred by the trustee of the trust (marital 
trust) forthwith to the trustee of the residual 
trust to be held and administered by the 
trustee of the residual trust subject to all 
of the terms and conditions then or there- 
after pertaining to said trust. 


only in 





\ further provision says: (wife) may 
by her duly probated will, appoint the en- 
principal or any part thereof of the 
trust, including all accrued and undistributed 
income, free of the trust to her estate. This 
power is exercisable by (wife) alone 
and in all events shall exist from and after 
the date of my death, but must be exercised 
in her will duly executed after the date of 
my death and specific reference to said power 
and its exercise must be made in said will. 


lire 





Another section says: I give, devise and 


bequeath the principal of the trust and the 
accrued and undistributed income thereof, to 
the extent not effectively appointed by 
(wife) to the trustee of the residual trust 
to be held and administered by the trustee 
of the residual trust subject to all the terms 
and conditions then or thereafter pertaining 
to said trust. 





A further article provides for the residual 
trust. It is the intent of the testator, and 
he has so advised his wife, that immediately 
upon his death, if she survives him, a gift of 
the full exemption allowed her be immediate. 
ly made to the residual trust, keeping in 
mind that the marital trust would thereby be 
reduced and a tax savings enjoyed upon the 
death of the wife. It would seem that the 
restriction contained in the first subsection 
above stated, would tend to disqualify the 
marital trust, although if this subsection had 
been entirely left out it would likewise seem 
that the following section, which has to do 
with the appointment by her will, would per- 
haps qualify the trust. 


Mr. Sutter: There is no provision 
with respect to annual or more frequent 
distribution of income of the marital 
trust to the wife. If the instrument is set 
out in full here, that would be fatal to 
this particular trust. 


The wife have the 
power to appoint the corpus of the trust 
to her estate and such power is exer- 
cisable alone by her and in all events. 
The fact that she also has a power to 


does necessary 
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appoint the property by deed to the 
residuary trust does not destroy the 
greater power to appoint by her will. 
Therefore the marital trust would qual- 
ify for the deduction on this score. 
The mere fact that the will of the 
husband provides that the power of 
appointment may be exercised by his 
wife only in a will executed after the 
date of his death and contains a pro- 
vision requiring specific reference to 
the power in her will does not vitiate the 
power. Regulation 105, Section 81.47-a 
(e) provides that, if the power is in 
existence at all times following the de- 
cedent’s death, limitations of a formal 
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nature will not disqualify it. Examples 
of formal limitations in the regulations 
include those given in the instant ques- 
tion, 

The fact that the parties intend that, 
upon the death of the husband, the 
wife will exercise her power to appoint 
by deed the property to the residuary 
trust has no bearing on the question. 
Of course, no binding agreement to this 
effect can be entered into. Such a bind- 
ing agreement would vitiate the marital 
deduction trust. On_ the hand, 
any oral understanding would be re- 
leased by the prior death of the husband. 
and if the wife were sui juris she could 
thereafter exercise the power and not 
vitiate the marital deduction trust be- 
cause of a prior agreement with her 


other 


husband. 

If the wife does exercise her power 
to appoint by deed to the residuary 
trust. of which she is the life benefici- 
ary, she would probably be held to 
have placed property in the residuary 
trust and to have retained a life estate 
therein, which would cause the prop- 
erty to still be a part of her gross estate 
when she died, so that the scheme would 
probably not work, in any event, unless 
she also simultaneously released her own 
right of enjoyment of income and _ in- 
vasion of principal in the residuary 
trust. 

It might be argued that the transfer 
to the residuary trust by the wife was 
also made in contemplation of death be- 
cause obviously the sole purpose of ap- 
pointing the property from the marital 
deduction trust to the residuary trust 
estate taxes. 


was to save 


Interest on G Bonds 


For Federal Estate Tax Purposes does the 
Internal Revenue Bureau require the enter- 
ing of accrued interest on Series G Bonds 
where: 


1. The Executor elects to cash bonds on the 
next interest date after death. 


2. The Executor, trustee or beneficiaries 
elect to hold the bonds until maturity. 


3. The bonds are in the name of the de. 
ceased and a co-owner. 


Mr. Dillon: 1. Only that portion of 
the interest which accrued to date of 
death is included. 


2. The same answer applies. 


3. If the decedent paid the entire cost 
of the bonds | would give the same 
answer as | and 2. If the co-owner paid 
a part of the cost of the bonds. only a 
proportionate amount of the accrued in- 
terest would be includible in the gross 
estate. 

‘ ‘ . . 

Capital Gains 
(Assume that a trust had terminated on 
July 1, 1949, because of the death of the life 
tenant and the remainder interest became cer 
tain and distributable to the remaindermen. 
Prior to the death of the life tenant capital 
gains were realized. Because of the fact that 
the trust was irrevocable, the capital gains 
prior to 1949 were taxable to the trustee. Are 
the capital gains for 1949 up to the date 
of death on sales which made in the 
ordinary course of 
mainder were contingent, 
the trust or to the remaindermen? 


were 
the re 
taxed to 


business when 


interests 


Mr. Marquis: The capital gains would 
be taxed to the remaindermen,. regard- 
less of whether they were distributed as 
corpus under state law, under Section 
162(b) of the Internal 
as amended by the Revenue Act of 1942. 
See Carlisle. 8 TC 563. affirmed 165 Fed. 
(2d) 645. 


Revenue Code 


Renunciation 


Is a trust prevented from qualifying for 
the marital deduction by the fact 
will also contains a renunciation clause stat- 
ing in substance that, if the wife renounces, 
the will shall be construed as though she had 
predeceased the testator? The suggestion is 
that the trust may be conditional during the 
statutory period for renunciation. 


Mr. Pierce: In my judgment, the in- 
clusion of the renunciation clause would 
not affect the qualifying of the marital 
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trust. This answer seems to be supported 
by the express provisions of the new 
regulations. Regulation 105, Section 81. 
47-a(f£). Even if there were uncertainty 
as to the application of these particular 
regulations, I think the answer should 
be the same, based on principle. 


The trust seems to meet the general 
test of giving the wife substantially that 
degree of beneficial enjoyment of the 
trust property during her life which the 
principles of the law of trusts accord 
to a person who is unqualifiedly desig- 
nated as a life beneficiary of the trust. 
There is no condition imposed that 
might operate otherwise than under the 
wife’s own discretion. 

If the will had provided that she 
could not exercise a power of appoint- 
ment until after the period of renuncia- 
tion, such condition would in my opin- 
ion be bad, for the power then would 
not be exercisable by her immediately 
and in all events. 


Church Situation 


Under the new Technical Changes Act 
(HR5268) the grantor of an irrevocable trust 
created before March 4, 1931, in which he 
reserved the income from the trust for life 
with the principal distributable to other des- 
ignated beneficiaries upon his death, has 
been given the right to release his taxable 
interest, taxfree, if he does so before 1951. 
What effect would a spendthrift clause have 
upon the right of the grantor to irrevocably 
assign his income from the trust to X? 

Mr. Schultz: Obviously, this is a 
matter of State law. I have been able 
to find no authoritative decision in 
Illinois. However. under the law of 
Pennsylvania, Delaware and Tennessee 
the assignment to X should achieve the 
protection of the Technical Changes Act 
of 1949, Michigan have 
reached a contrary result. See Byrnes v. 
Comm. (C.C.A. 3, 1940.) 


The Restatement of the Law of Trusts 
states that there should be no prohibi- 


seems to 


tion against the transfer by the grantor 
of a trust of his interest in the trust 
because of a spendthrift provision put 
in the trust by himself. The courts should 
follow the rule, particularly if it arises 
in connection with the Technical 


Changes Act of 1949. 


In states where no rule has been pro- 
nounced it may well be that some will 
not be willing to run the risk of a favor- 
able decision by the courts. In that 
event, an effort should be made to have 
the legislature adopt a statute which 
will make sure that such an assignment 
will have the proper effect. In order to 
do this, it may be necessary to have 
Congress take such action as will pro- 
tect persons dying after January 1, 1950, 
and to extend the time within which 
the assignment or release can be made 
until the legislature of the respective 
states can pass proper legislation. 


Liability of Executor 


What is the method by which executors 
and administrators report income earned for 
the year in which the estate is terminated 
or closed, including the subject of liability 
attaching to the person of the executor or 


administrator under Regulation Section 
29.162-1. 
Mr. Sutter: Income received by 


estates of deceased persons during the 
period of administration is primarily 
taxable to the fiduciary. However, under 
Section 162 of the Code the fiduciary 
is permitted a deduction for amounts 
distributable or credited to a beneficiary. 


By statute, distributions made within 
the first 65 days after the close of the 
taxable year are referred back to the 
close of that year and such income is 
taxed to the beneficiary. 


As to any income properly distributed 
to a beneficiary the executor could not 
under any circumstances have an income 
tax liability. However, obviously the 
person asking the question was think- 
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ing of income taxes for past years which 
perhaps have not yet come to light. 
Otherwise the question answers itself. 


Section 3467 of the revised statutes 
provides that an executor or admini- 
strator who pays any debt without first 
satisfying debts due the United States, 
is personally liable to the extent of such 
payments for the unpaid debts due the 
United States. However, the regulations 
under that revised statute are very 
liberal, saying: “Liability for the pay- 
ment of the tax attaches to the person 
of the executor or administrator up to 
and after his discharge if prior to dis- 
tribution and discharge he had notice 
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of his tax obligation or failed to exer- 
cise due diligence in ascertaining wheth- 
er or not such obligation existed.” That 
of course is purely a good faith test. The 
Government has a remedy, of course, 
against the distributees as transferees. 

I do not strongly urge that you rely 
upon lack of knowledge or good faith 
in your action, because that is not in 
the statute. If you want to be on the 
technical side, the executor should take 
advantage of Section 275, which permits 
an executor to serve notice on the Com- 
missioner of Internal Revenue of his 
fiduciary relationship and to ask a 
prompt assessment of any taxes due 
from the decedent in his lifetime or 
from the executor subsequent to death. 
The Commissioner must determine 
any claim against the executor within 
eighteen months from the date of such 
notice. After that, I believe an executor 
can make distribution free of any per- 
sonal liability, always assuming absence 
of fraud or knowledge. 


“Entitled for Life” 


Where a testator establishes two trusts 
under his will, one providing for the marital 
deduction determined by the formula method, 
and the other constituting the remainder of 
his estate, is the marital deduction jeopardized 
by a provision that all income in the residu- 
ary trust is to be accumulated and used as a 
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reserve in case of emergencies for the widow 
while the trustee of the marital trust is 
directed to encroach upon principal annually 
for the benefit of the widow in an amount 
approximately equal to the income accumu- 
lated each year in the residuary trust. 

Mr. Dillon: Such a provision would 
not invalidate the marital trust. The fact 
that the trustee is entitled to encroach 
upon the corpus in favor of the spouse, 
thereby possibly exhausting the trust 
during the lifetime of the spouse, does 
not violate the condition that she must 
receive the income during life. The 
phrase “entitled for life’ does not re- 
quire that the trust endure throughout 
the life of the surviving spouse. It is 
sufficient that the spouse is entitled to 
all the"income until the trust terminates, 
so long as termination results from the 
exercise of a power of appointment by 
the spouse or by the trustee exercisable 
only in favor of the spouse. See Senate 
Report of the 80th Congress (Vol. 2, 
U. S. Code Cong. Service, 80th Cong. 
2nd Sess. 1948 p. 1239.) 


Addition to Trust 


A childless decedent left a will creating 
a trust of his net estate of $50,000 for the 
sole benefit of his wife for life, giving her 
an unlimited power of appointment at her 
death. The sole trustee, a bank, is directed 
to pay the wife $500 per month from income 
and principal as necessary. The trustee is 
authorized, in its sole and uncontrolled dis- 
cretion, to pay the wife additional funds, at 
any time, in the event of an emergency aris- 
ing by reason of illness, accident or mis- 
fortune. 

Subsequent to administration of the estate, 
the widow contributed about $40,000 from her 
own funds, to be held by the same trustee 
in the same trust, to be administered under 
the terms of the original trust. Is a gift tax 
return required on behalf of the widow? 


Mr. Marquis: Section 86.3 of Regula- 
tions 108 requires that a gift tax return 
setting forth all material facts be filed 
even though the donor believes that the 
gift is incomplete for gift tax purposes. 
It appears that the transaction would 


not be subject to gift tax for the reason 
that the gift was incomplete.( Sandford 
v. Comm., 308 U.S. 39 and Burnet v, 
Guggenheim, 288 U. S. 280.) This con- 
clusion is supported by Roseman, 37 
BTA 468, where the settlor created an 
irrevocable trust reserving to herself the 
income for life and the power to change 
the beneficiaries of the remainder. The 
Board held that the present value of the 
remainder interest was not a gift. 


Delivering Appointed Property 

A, holding a power of appointment in a 
testamentary trust, validly exercises it by will 
appointing the property to X. To whom should 
the testamentary trustee deliver the property, 
to A’s executor or to X? 

Mr. Schultz: If the power was a spe- 
cial power, the property appointed 
should be paid over to the appointee 
and neither the executor nor the credi- 
tors of the deceased donee of the power 
have any rights thereto. If the power 
is general and the estate of the donee 
is insufficient to satisfy his creditors, 
the property appointed is treated as 
equitable assets of the donee’s estate to 
the extent necessary to satisfy his in- 
debtedness and the executor represents 
the creditors in equity. 

I have been unable to find any case 
holding that the trustee owes any duty 
to the executor or creditors of the 
donee whether or not a demand has been 
made. However, it is my opinion that 
where a demand has been made, the 
trustee should not pay out the property 
to the appointee so that the executor 
or the creditors may not obtain it. This 
opinion is based upon the rule that the 
property held by the trustee constitutes 
equitable assets of the donee’s estate in 
the event of that estate’s insolvency. Of 
course, where a demand has been made 
upon the trustee, or in any other in- 
stance, the trustee may interplead the 
claimants or seek instructions in an 
equity court. 
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The Protection and Management of 


on-Securities Assets 


Farm Manager’s Role: Third of a Series 


NOEL T. ROBINSON 


Vice President and Trust Officer, 


Central National Bank and Trust Co., Des Moines, Ia. 


HE Trust Department of any bank 

that regularly settles estates and ad- 
ministers trusts in agricultural areas 
cannot be without a Farm Manager 
trained to handle his task as efficiently 
as the investment analyst reviews stocks 
and bonds. He has a twofold job. He 
must produce income for the life ten- 
ant; but he will be subject to surcharge 
if he fails properly to rotate his crops, 
maintain soil fertility balance and keep 
buildings and fences in repair, in order 
that his remaindermen will not suffer 
a loss through poor conservation. 


He is as necessary in the Trust De- 
partment as the Probate or Corporate 
Officer. If his salary and expenses are 
to be allocated to his division of the 
department, he will probably operate at 
a loss, but by obtaining agency or living 
trust business and management of other 
forms, profit may be realized. 


Administration of farms has become 


an increasingly important—and complex 
—phase of trust work in agricultural 
areas. In the November, 1949, issue of 
Trusts AND Estates the Article “Pro- 
tection and Management of Non-Securi- 
ties Assets—Farms” dealt with the func- 


tion of outside farm management consul- 
tants retained as advisors and managers. 
Another point of view is treated in Mr. 
Robinson’s accompanying article: quali- 
fications and work of the Farm Manager 
who is part of the trust department staff. 





Under proper management the opera- 
tion of a farm is organized for continu- 
ous maximum production and _ profit, 
and, at the same time, conservation of 
resources. Many non-operating farm in- 
vestors now engage the services of a 
professional Farm Manager, just as they 
might engage a lawyer or an accountant. 
Such a manager must possess thorough 
knowledge of feeding, breeding and 





Equipment adjustment often means the difference between a good and poor crop 


handling of stock, the requirements of 
svil preparation, seeding, cultivation and 
harvesting of crops. 

He is responsible for working out a 
system of soil improvement to fit local 
conditions, In actual practice, few farm- 
ers follow a plan of hard and fast exten- 
sive crop rotation through a long series 
of years. Many believe such a plan is 
impossible to follow and will not at- 
tempt it, for the farmer is usually reluct- 
ant to plow under crops of monetary 
value, preferring to sacrifice larger fu- 
ture yields for immediate cash. 


Yield Increased 33‘, 


A thousand acres in one unit which 
had been sadly neglected was recently 
taken over for management. The farm 
badly eroded, was divided into about 
twenty-five fields. Now under expert 
farm management the soil conservation 
work that has been started provides for 
filling gulleys, building terraces, con- 
structing diversion dams, seeding water- 
ways to a permanent grass, etc. There 
had been no contouring of row crops; 
now more than half of the farm is be- 
ing contoured. Records indicate there 
had never been a higher yield than 
eighteen bushels per acre of soybeans. 
This year, as a result of filling gulleys. 
erecting terraces and planting the soy- 
beans on the contour, a yield of twenty- 
five bushels per acre was obtained. The 
increase in yield for a year paid ap- 
proximately half the cost of the soil con- 
servation work. 

In this same account was another unit 
of two hundred forty acres on which 
the buildings had been badly neglected. 
Buildings had not been painted for more 
than twenty years, foundations not re- 
paired, roofs leaked causing material 
damage; and to make matters worse the 
lease provided that the owner was to 
rebuild the dwelling, enlarging it by two 
rooms, and modernizing it. Necessity 
for renovating the dwelling came at a 
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time of high prices, but we had no 
alternative but to rebuild the dwelling 
in accordance with the terms of the lease. 
Three corn cribs on this farm had been 
allowed to collapse. This year a double 
corn crib with overhead granary, was 
built at a cost of $6,500. This crib was 
built in order to store until market time 
all the corn, oats and soybeans pro- 
duced on the farm. Rather than being a 
liability, the new building will show a 
profit every year it is used. Use of No. 
| material and workmanship assures that 
it will last for forty to fifty years. The 
other buildings will also have to have 
a “face lifting,” but this work will be 
done over a period of years. 


It is apparent that the farm manager 
is not just a boss who directs others, 
plans rotations, lays out livestock pro- 
grams, and does the buying and sell- 
ing. He is all of these and much more. 
To obtain for a volume of 
husiness sufficient to make a profit, re- 


and care 
quires the efforts of a good man who 
familiar with 
costs of production, and is willing to 


knows his business. is 
work twelve or fourteen hours a day, 
six days a week. 


How Serv ice W orks 


L pon acceptance of the bank’s Farm 
Management Service, the Field Repre- 
sentative who will have charge inspects 
the farm. After carefule examination he 
prepares for the owner a complete Farm 
Survey and Check-In Report which in- 
cludes: 


1. A plat of soil types, location of 
fences, buildings and roads: 

2. A plat showing the land used for 

the current year: also recommenda- 

tions for a long time crop rotation 

program: 


3. A schedule showing construction 
and size of the buildings. valua- 
tion and condition. 


't will show the number of acres til- 
lable. water supply, condition of the 
fences, and a general report on drain- 
age. soil types, a complete valuation of 
the buildings showing the normal value, 
the replacement cost less depreciation 
and obsolescence, and the general con- 
dition of the buildings, together with 
their approximate age, their normal 
value, and the particular replacement 
value for insurance purposes. 

Shortly after the Survey and Check-In 
Report is prepared, a second trip to the 
farm is made by the Field Representa- 
tive. The purpose of this visit is to 
formulate present and future plans with 


JANUARY 1950 


the tenants, for the farm program will 
progress in direct proportion to the ten- 
ant’s ability as a farmer and his degree 
of cooperation with the owner, or the 
owner's Agent. For this reason every 
effort is made to keep or obtain the good 
will and cooperation of the tenant. If a 
four year rotation program is found best 
suited to a particular farm, it is planned 
at this time and given to the tenant so 
he knows what is expected. The program 
must be carried out, not just talked 
about. 

Soil building is the main objective for 
a definite crop rotation program. Red 
clover and alfalfa have 
been found to be among the most effec- 
tive legumes to restore nitrogen to the 
soil. A four year rotation program pro- 
vides that one-fourth of the crop acres 
stand over each year in a legume to be 
pastured or cut for hay, so that every 
acre of the farm will be seeded once in 
four years. As a soil builder and main- 
tainer of soil fertility there is no sub- 
stitute for barnyard manure. Therefore, 
use of manure is planned in conjunction 
with the planting of legumes and the 
use of commercial fertilizer and agri- 
cultural limestone in the rotation pro- 
gram. Examination will show that some 
farms are more suitable for a three or 
five vear rotation, and in these 
cases the proper plans are drawn up to 
meet the requirements of the farm. 

The farm be under constant 
supervision of the field representative 
during the planting and growing seasons 
in order to assure that the tenants prop- 
erly carry out constructive suggestions: 


clover, sweet 


crop 


must 


bushels or pounds of seed per acre, the 
number of kernels to a hill of corn, seed 
preparation, planting depths, repainting, 
etc. Expert care must be given to grow- 
ing crops. Such direction may increase 
vields materially. Tractor speeds and 
equipment adjustment often mean the 
difference between a good and a poor 
crop. Division of crops is checked care- 
fully at harvest time and the sale of 
crops requires intimate knowledge of 
markets. This department works closely 
with local elevator managers and grain 
dealers in order to obtain the highest 
prices possible. 

Farming is a business and accurate 
records must be kept, to determine the 
gain or loss for the operating season. 
The manager should keep his principle 
informed by furnishing progress reports. 
The owner should also be informed on 
crop rotation plans and what the income 
possibilities are for the farm. In addition 
to furnishing land use plats and soil 
types, a statement of receipts and dis- 


bursements made for a given period 
should be self-explanatory in order that 
the owner can determine source of in- 
come and how the money was expended. 


To qualified farm managers agricul- 
ture is a science and farming a skilled 
occupation. They constantly tap sources 
of scientific information to take full ad- 
vantage of newer and better methods. 
The personnel of our Farm Management 
Department has had many years of 
practical experience in the management 
of farms for others. They are constantly 
on the alert to learn the latest develop- 
ments in agriculture. Close contact is 
maintained with the United States Soil 
Conservation Districts. Refresher courses 
offered by state agricultural colleges are 
regularly attended. Membership in Farm 
Management Associations brings them 
closely in touch with other men active 
in the same field in other communities. 


Managing a farm, or farms, is not a 
side line affair. It takes more than a 
non-professional man to look after ab- 
sentee owned land. For an active farm 
management division can not only real- 
ize a net return for the bank, but can 
also he beneficial to the estate planning 
division by being qualified properly to 
administer the trust part of the work. 


* 
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The Language of Wills 


PLEA FOR SIMPLICITY AND MODERNIZATION 


Patterson, Crawford, Arensberg & Dunn, Pittsburgh 


HE central problem of will and trust 

draftsmanship is a need for the 
modernization of the language used and 
a more direct method of expression— 
the need to discard what we lawyers 
keep repeating, parrot-like, in spite of 
changes in the law which make unneces- 
sary many provisions in common use. 


Much of the simplicity in the modern 
contract stems from the revolt of busi- 
nessmen from the antiquated formali- 
ties of legal language. The use of pro- 
posals in the form of letters which be- 
come con'racts by their acceptance is an 
example of the businessman’s rejection 
of formalism. But in the drafting of 
wills and trusts, lawyers are still prone 
to give a spurious solemnity to the in- 
strument. We use words we do not un- 
derstand. We insert provisions which 
have long since become obsolete and we 
are guilty of a verbosity which springs 
from a lack of knowledge of the sub- 
ject matter, the desire to impress our 
clients and the fancied need for sheer 


bulk. 


For Testator’s Benefit Only 


A will and a trust deed, too. must not 
only be valid as a legal instrument, but 
must often serve as a self-explanatory 
memorandum of the or the 
donor, who usually keeps a copy and 
reads it over from time to time with a 
view of having changes made. There are 
many things that a will says which are 
for the benefit of the testator alone, and 
put in by the draftsman, as it were, for 
the testator’s information. 


testator 


Take for example a gift to a son or 
daughter. Should the will provide that 
if the son or daughter dies before the 
testator the bequest or devise will go 
to his or her children or grandchildren; 
or, similarly, if there are no children or 
grandchildren, a gift to a nephew or 
niece will go to the nephew’s or niece’s 
children? Such a provision is, of course, 
unnecessary, for the Pennsylvania 
statutes provide for the issue of the dead 


From address before Trust Section, Pennsylvania 
Bankers Assn., Dec. 1949. 
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son or daughter, or the issue of the dead 
nephew or niece, if there are no chil- 
dren, but the testator may not know it, 
and he may feel that the will is silent 
on what is nearest his heart. 

Again, should the will provide for the 
payment of debts? Should the resident 
execuior be relieved of giving bond? 
These are a few of the many provisions 
which many lawyers put in wills so 
that the testator may be reassured, al- 
though the statutes render such pro- 
vis ons unnecessary. As a_ practical 
matter. so far as inserting provisions 
to reassure the testator or the donor is 
concerned, the question is one of pro- 
fessional tact, and if the testator or 
donor, afier it is explained that the 
provision is unnecessary, still wants it, 
where is the lawyer who will say that 
he cannot have it? 

Frequently, to the lawyer's shame. he 
does not always know what the statutes 
provide in the absence of an express 
provision in a will, and he puts in many 
things that he does not know are unne- 


cessary. 
Obsolescence in Language 


Much of the language of wills is es- 
pecially designed to reflect the solemnity 
of the occasion, and while we do not 
use the old elaborate beginning, most 
wills still have a certain incantational 
flavor. Much of it is unnecessary. It is 
no longer necessary to call the testa- 
and 
Long since the two different methods, 


mentary paper a_ will testament. 
one of disposing of personality, which 
was by testament and under the juris- 
diction of the ecclesiastical courts, and 
the other of disposing of realty, which 
was by will and dealt with in the law 
courts, were merged into one instrument 
that can now safely be called a will, and 
the requirements of the law would just 
as clearly be met by a statement: “I, 
John Smith, make this will.” 

What does a testator do, for example, 
when he “makes, publishes and declares” 
his will, except sign it? Take the sent- 
ence: “I give, devise and bequeath all 
my property, real, personal and mixed, 


wheresoever situate, of which I may die 
seized.” Does this phrase do more than: 
“I give all my property?” I never knew 
what mixed property was until I looked 
up the word the other day in Words 
and Phrases, and I find that it is de- 
fined in a New Jersey case (Miller v. 
Worral, 22 N.J. Eq. 776) as “That kind 
of property which is not altogether real 
or personal, such as heirlooms, tomb- 
stones, monuments in a church and title 
deeds in an estate or of this nature.” 
How this 
phrase, have these things in mind, and 
what do they add to the simple refer- 
ence to “all my property?” To “die 


many of us, when we use 


seized” is. of course, a feudal term mean- 
ing property owned in freehold. but ex- 
cept for the use of an obsolete word. the 
phrase has no longer any meaning. 


Simplicity A Pleasant Task 


| find that trying to write legal in- 
struments in quite simple terms is a 
pleasant innovation. Perhaps some 
people miss the use of “hereunto.” “here- 
“witnesseth.” “witness my hand 


the testator or the 


tofore.”” 
and seal.” Indeed. 
donor of a trust may find such phrases 
keyed to his own mood in doing such a 
solemn thing as making a will or cre- 
ating a trust. It must be for this reason 
that language which is almost biblical 
in its use of outmoded words and anti- 
quated phrases, still persists in legal in- 
struments. 

Of course, simplicity of language must 
be based on knowledge of the statutory 
and case law. In Hale’s Estate a direction 
to a trustee to invest in good, sound 
securities was held to restrict the trus- 
tee to legal investments, the court say- 
ing: “It would be a shocking interpreta- 
tion of his [the testator’s| intention and 
his language to hold that he meant 
something less sound than what the law 
regards as sound.” 

In Greenawali’s Estate, however, the 
draftsman provided that the trustees 
could invest in such securities as may 
be for the “best interest” of the estate, 
and the Supreme Court held that the 


trustees could invest in non-legals. Sure- 
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ly an argument could be made similar 
to the one made in Hale’s Estate that it 
would be shocking to permit investment 
in anything “less sound than what the 
law regards as sound.” 


I find myself puzzled too by the end- 
ing of wills. Most of us say: “In witness 
John Smith, the testator 
named, have hereunto set my 
hand and seal.” Well, of course, the 
seal is unnecessary in a will, and “set 
my hand” is a quaint way of saying that 
you signed the paper. I have never 
heard of a will being set aside where the 
signature was not preceded by the words 


whereof, I, 
above 


“in witness whereof | have hereunto set 
my hand and seal,” or for that matter 
“have subscribed my name and affixed 
my seal.” 

| think almost all lawyers use the 
elaborate and quite ingenious attestation 
“signed, sealed, published and 
declared by the above John 
Smith as and for his last will and testa- 
ment, in the presence of us who have 


clause 
named 


hereunto subscribed our names at his 
request, as witnesses thereunto, in the 
presence of the said testator and of each 
other.” Must each witness see the other 
sign? If you did not say that the wit- 
nessing was at the testator’s request, 
would you have destroyed the effective- 
ness of the subscribing witnesses? Where 
a will has no subscribing witnesses you 
may prove the signature by witnesses 
who were not present at all. 

|\Kd. Note: The 


reader should rec- 


ognize that Mr. Arensberg is speaking 
throughout of Pennsylvania law. | 
We are still carefully 


relieving the 
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purchaser of property sold by a trustee 
from the duty of looking to the applica- 
tion of the purchase money. It is so 
much easier to put the phrase in a will 
or deed of trust than it is to remember 
or know that the responsibility of a 
purchaser for the application of pur- 
chase money which he pays to a trustee 
was swept away by the Act of 1911. 

I do not mean to suggest putting 
a testator’s will to the hazard of an ad- 
venture in phraseology. I am urging 
only that what is definitely obsolete and 
unnecessary should be discarded, and 
that the lawyer should understand what 
he is doing. It is, of course, so much 
easier not to have a will signed in the 
presence of a subscribing witness. They 
are not necessary in Pennsylvania, but 
there may be property in other states 
where subscribing witnesses may be re- 
quired, and there may not be a recipro- 
cal statute making wills made in accord- 
ance with Pennsylvania law good in the 
state where the property is. 


Necessary Complexities 


Of course, all wills cannot be simple. 
The provision for the payment of taxes 
out of the residuary estate is not sus- 
ceptible of too simple a treatment. | 
defy anyone to write a “simple” pro- 
vision taking the maximum advantage 
of the marital deduction allowable under 
federal law. But the complexities which 
{ am speaking of are inherent in the 
and not the inherited 


modern world. 


lumber of the past. 
Indeed. the very careful 
draftsmanship. with full knowledge of 


need for 
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the provisions of the recently enacted 
laws, requires the most complete under- 
standing on the part of the practitioner 
of what he is doing. He can no longer 
afford to draft a will or deed of trust, 
protecting a large estate. without know- 
ing what the statutory law is, and with- 
out expressing himself clearly. 

| think, then, that the profession 
should definitely discard the quaint, the 
antiquated, the obsolete, the outworn 
phrases which serve only to veil the ig- 
norance of the practitioner and to im- 
press the unintelligent testator or donor 
with a belief in the excellence of a will 
or deed of trust which he cannot fully 
understand. Wills should be written in 
current terms and in modern phrases. 

I think such a program would in- 
crease the business of trust companies. 
Indeed, it would result in “bigger and 
better” trusts, beiter understood by tes- 
tators and trustees alike, and remove 
from this branch of the law, in many 
ways the most important of all, the ob- 
scurity and uncertainty which results 
from antiquated phrases and outworn 
modes of expression. 

And. finally. the lawyer may, per- 
haps. have the satisfaction of hearing 
client say: “Why. I understand 
every word of it.” 


his 
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Forums for Women 


MINNESOTA 


B. S. WOODWORTH 


BANK EXTENDS. SUCCESSFUL PROGRAM 


Assistant Cashier, First National Bank of Minneapolis 





Lawrence Washington, author of the recently published book, “How to Plan Your Financial 
Security,” and third vice president of the Metropolitan Life Insurance Co., addresses the 
first meeting of the Women’s Finance Forum. 


N November 21 First National 

Bank of Minneapolis completed the 
sixth and final weekly meeting of its 
first Women’s Finance Forum 
Conceived as a public service to Minne- 
apolis women seeking practical instruc- 
tion in the fundamentals of personal fi- 
nancial planning, the Forums’ popular- 
ity, sustained interest and apparent re- 
sults so far surpassed expectations as to 
encourage the hope that banks and finan- 
cial institutions elsewhere will consider 


series. 


comparable programs. 

Two months in advance the Forum 
was in a news release in which Henry 
E. Atwood, president of the bank, refer- 
ring to the often preponderant member 
of women stockholders in industry, was 
quoted: 


“This growing importance of women in 
financial affairs is also pointed up by re- 
cent figures indicating that women were 
the beneficiaries of over one-half of the 
life insurance death benefit payments made 
in 1948. A large percentage of estate 
beneficiaries are women; they hold large 
amounts in savings deposits in our banks 
and many home owners are women. 


“These women have a right to expect 
banks to lead in taking the mystery out 
of financial transactions, to expect help- 
ful information in non-technical language. 


“That is why we are arranging this series 
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of financial instruction meetings. It will 
not be a course in check-writing or house- 
hold budgeting. We think the average 
housewife probably knows more about suit- 
ing her grocery bills to her pocketbook 
than we could tell her. But it will provide 
simplified, practical information for the 
women who own or expect to own prop- 
erty, or who have or expect to have funds 
to manage or safeguard.” 


Women Help Develop Program 

The news release served as a “trial 
balloon.” The interest it created was im- 
plemented by the simple device of ask- 
ing representative women for their ad- 
vice in developing the program. A series 
of four luncheon meetings was held at 
the bank, to each of which was invited 
a different group of eight women: ofh- 
cers of women’s clubs, housewives repre- 
senting various economic levels, business 
and professional women, educators and 
civic leaders. Here are examples of the 
type of information elicited: 

To sustain interest, the series of meet- 

ings should not extend over a period 

of more than six weeks. 


Hold the meetings once a week in two 
sections — in the mornings for house- 
wives principally, in the evenings for 
the business and professional women. 
In Minneapolis the best day of the 


week is Monday because most stores 
do not open until noon and _ house- 
wives particularly can combine, in a 
single trip downtown, the morning 
meeting with afternoon shopping. 


Length of meetings, including time 


for and answer period, 


should not exceed 90 minutes. 


question 


If there is any choice as to meeting 
places, pick the one where the park- 
ing facilities are best. Start and stop 
on time. 


The women advisors agreed with the 
bank’s committee that attendance should 
be limited to a relatively small group. 
Total registrations were 
fixed at a maximum of 350 (175 to a 


accordingly 


section. ) 


Directing the course of these plan- 
ning sessions with the 8-woman groups 
was the responsibility of Malcolm Mc- 
Donald, vice president, and Oliver Aas, 
assistant vice president in charge of 
public relations. When 
panel had been selected, still different 


the speakers 


groups of women were called upon to 
advise four of the six speakers on how 
they would like to see the financial sub- 
ject matter handled. 


The Stage is Set 


By word-of-mouth, largely through 
the women who participated in the plan- 
ning, the news that the bank was spon- 
soring a Forum on personal financial 


planning spread to a point where full 


registration was practically assured. The | 


first announcement — noting objectives 
and meeting dates and inviting “every 
(up to a total of 
was made in a folder, inserted 


interested woman” 
350) 
with monthly statements to bank cus- 
tomers, containing a from 
Mr. Atwood that leading authorities in 
various fields of finance would address 
the meetings and conduct the discus- 


statement 


sions. 


Applications were acknowledged with 
personal letters in which enrollment 
cards were enclosed. So numerous were 
the applications that the attendance 
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quota was raised to 450, and still left 
more than 400 applications that could 
not be accepted but these, too, were 
answered with personal letters stating 
the bank planned to repeat the Forum 
after the first of the year and that appli- 
cants on record would get first call on 
tickets for this series of meetings. 

A few days before the opening meet- 
ing the registrants received strips of 
tickets covering each of the six meet- 
ings. Each strip bore the name of the 
woman to whom it was issued and each 
ticket a registration number, to permit 
a check on attendance. 

At the first meeting a loose-leaf bind- 
er containing the program, index sec- 
tions for each meeting, blank pages for 
notes and perforated question slips was 
given to each woman. At the end of 
each meeting, mimeographed outlines 
of the talks were provided. 

The women who assisted in planning 
the Forum recommended eliminating 
“all frills.” However, to add to comfort 
and convenience, attractive young lady 
employees acted as hostesses and several 
bank officers were on hand for each of 
the meetings as a “reception commit- 


. 


tee. 
Speakers and Subjects 


Six authorities on finance made up 
the speakers’ panel. Lawrence Washing- 
ton. Metropolitan Life Insurance Com- 
pany executive and author of “How to 
Plan Your Financial 
dressed the opening meeting. Recom- 


Security,” ad- 
mending a “family council” method of 
handling financial affairs, he stressed 
two phases: provision for contingencies. 
and provision for retirement. 
Discussing “Life Insurance and Social 
Security.” A. R. Jaqua, director of the 
Institute of Marketing at 
Southern Methodist University, advised 


Insurance 


a three-point plan: 
1. A small savings fund for emer- 
gencies such as cash in the bank 
or Series E bonds 


N 


Life insurance; not just a policy 
or two, but a planned program 


~~ 


Use of surplus to help finance 
private enterprise through purchase 
of stocks and bonds 


Investing in Plain English 


Arthur Regan, vice president of the 
First National Bank of Minneapolis, 
talked on “Investing in Bonds and Pre- 
ferred Stocks,” defining the terms used 
by investment bankers and brokers and 
describing the value of diversity and 
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the role of bonds and preferred stocks 
for a regular fixed income, and of 
common stocks if capital gain is a prin- 
cipal aim. 

G. Sidney Houston, vice president of 
the affiliated First Service Corporation, 
talking on common stocks, advised as 
prerequisite, an adequate backlog of 
savings in cash, life insurance and pos- 
sibly a home and some good bonds. He 
also discussed factors of mutual fund 
management and diversification in in- 
vestment trusts. 

Fred L. Chapman, vice president of 
Thorpe Bros., Minneapolis realtors, de- 
scribed as “the best investment in the 
world” for most people, a soundly con- 
structed home in a good neighborhood, 
given financial ability to justify own- 
ership. Income real estate, he pointed 
out, is the foundation of many family 
fortunes and has the advantage of being 
a hedge against inflation. 

At the final meeting, Abbott Fletcher, 
a prominent attorney, stressed the im- 
portance of wills and estate planning to 
women as well as men. 


Participants Praise and Bank Plans 


A chief reason for the success of the 
Forum was the cooperation received 
from the very women for whose benefit 
it was conceived. By simply asking for 
their advice, the Forum became their 
idea, developing a notable sense of 
participation and loyalty. 

Applications for enrollment totalled 
about 900, more than twice the number 
that accommodated at the 
first series. Advance registration served 
to weed out any not genuinely inter- 
ested; attendance averaged about 95 


could be 


per cent. 

The number of questions (submitted 
to speakers during the question and 
answer period) averaged around 50 per 
meeting and almost without exception, 
showed highly intelligent insight. 

Members of the Forum were lauda- 
tory beyond expectation. At the final 
meeting a club leader asked for the 
privilege of speaking in behalf of the 
audience to thank the bank for perform- 
ing a valuable service to the women of 
the community. 


To accommodate applicants for regi- 


stration in excess of the quota for the 
first Forum, a repeat session has been 
announced to start January 16. This 
will neither replace nor conflict with 
the annual renewal of the Forum sched- 
uled for the fall of 1950. First National 
is already laying the foundation for 
more advanced “seminars” designed for 


women interested in pursuing some of 
the subjects of the earlier meetings. 


As a result of reports by many wo- 
men that their husbands had expressed 
interest in such topics, plans are now 
nearing completion to conduct an addi- 
tional Forum for men. 


& & & 


SALES JOB 


(Continued from page 14) 


structure and learn the answers to the 
collectivist fallacies. 


Few people in the United States really 
understand what free enterprise means, 
or how important it is to them person- 
ally, or how far we have departed from 
it. Few employees understand the opera- 
tion of the businesses of which they are 
a part. 


We will not regain overnight what we 
have lost. But if the people of this na- 
tion could be made to understand that 
these loose and reckless financial poli- 
cies can only mean the complete nega- 
tion of the very security they have been 
promised—if they could be made aware 
of just the rudiments of sound econom- 
ics and how their daily lives and futures 
are affected by economic laws—then the 
tide of collectivism could be turned. 


If the millions of holders of social 
security cards could be made to realize 
that the 23 billion dollars they have 
paid in have not been invested in con- 
structive enterprises, as private life in- 
surance companies invest them, but have 
been spent as fast as they were received, 
and that future taxes would have to be 
levied to pay them any benefits they 
might ever get in return, they would 
bring about some drastic changes. 

The life insurance companies of 
America have 78 million policyholders. 
What efforts have we made to convey 
to them any idea of the damage the 
something - for - nothing policies have 
done to their savings and their futures? 
Their confidence in us must depend on 
a belief that when we repay our obli- 
gations in dollars, those dollars will 
have a commensurate exchange value. 
If confidence in our money is destroyed. 
then the life insurance business is de- 
stroyed along with it. 

It has been our timidity, or indiffer- 
ence to the menace of the collectivist 
threats which has permitted and even 
guaranteed these encroachments on our 
liberties and our destinies. We must all 
of us turn salesmen for this, the most 
important sales campaign we have ever 
conducted. 
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WHERE THERE'S A WILL 


RosBert E. HANNEGAN, former Post- 
master General of the United States. 
left one-half of his estate outright to his 
wife to take advantage of the marital 
deduction, and the other half in trust. 
with the income to her for life. Upon 
the death of Mrs. Hannegan, who is 
named with Mercantile-Commerce Bank 
and Trust Co. of St. Louis as executor 
and trustee, the trust is to continue for 
the benefit of their four children. The 
two will half of their 
shares at age 30 and the other at 35, 
while the daughters will receive their 
shares at 40. Prior to his death. Mr. 
Hannegan had maintained an agency 
account with the trust company. 


sons receive 


SaM Breapon, from whom Mr. Han- 
negan as head of a syndicate had pur- 
chased the majority interest of over 
$4,000,000 in the St. Louis Cardinals 
baseball club, died not long before the 
late former Democratic National Com- 
mittee Chairman. He named the Boat- 
men’s National Bank of that city as 
co-executor and co-trustee of his will. 

Wattace W. Atwoop, president 
emeritus of Clark University in Wor- 
cester, Mass., bequeathed $10.000 to 
the university, primarily for the benefit 
of the research fund bearing his name. 
The sum of $20,000 is given to the 
Mechanics National Bank of that city 
and Dr. Atwood’s sons, in trust to ac- 
cumulate the income for ten years and 
then to distribute the principal among 
four local institutions. 

Bequests of $3,000 are made to each 
of the children. Dr. Atwood transferred 
all rights in royalty contracts for the 
publication of books and maps in trust 
with his wife and Old Colony Trust Co. 
of Boston. She is to receive the net pay- 
ments during her lifetime. The pay- 
ments will continue to the children and 
thereafter to the university as part of 
the research fund. 


Dr. Atwood then provided that if his 
wife survived him and the marital de- 
duction existed at the time of his death, 
she is to receive absolutely 


“an amount which, when added to the 
value used in the determination of said 
(Federal estate) tax of all other property, 
or interests in property, which shall be 
included in my gross estate and upon 
my decease shall pass or have passed to 
my said wife and shall be includible in 
said marital deduction, will equal the 
amount of the maximum marital deduc- 


tion allowable, under the provisions of the 
Internal Revenue Code in effect at my 
decease, to my estate in the determina- 
tion of said tax. For the purposes of this 
provision the ‘gross estate’ and 
‘shall pass’ or ‘have passed’ shall have the 
same meaning as said shall have 
under the provisions of the Internal Rev- 
enue Code in effect at my decease.” 


words 


words 


The rest of the estate is left in trust 
to pay Mrs. Atwood the income. If the 
outright legacy for the marital deduction 
is not payable, the trustees may pay 
her so much of the principal as they 
consider advisable for her comfortable 
Her 


possession of independent means is not 


care, maintenance and support. 
to preclude the exercise of this power. 
Upon Mrs. Atwood’s death the principal 


is to be paid over to the children. 


ALBERT E. Potter, former president 
of the United Electric Railways Co. of 
Providence, named his wife as executor 
for his California assets, having died 
a resident of Pasadena. Explaining in 
his will that most of his assets are in 
the possession of the Rhode Island Hos- 
pital Trust Co. in Providence. Mr. Pot- 
ter named that institution 
and trustee of the Rhode Island prop- 


as executor 


erly. 

From the income, the trustee is to 
pay a cousin $100 per month provided 
this does not exceed 1/20th of the net 


income of the trust. The remainder of 
the income is to be paid to Mrs. Potter 
for life and thereafter to daughter 
Charlotte. Upon her death, the income 
is to be divided among her descendants 
who were living at the time of Mr. 
Potter's thereafter among 
three cousins. 


death, and 


Upon termination of the trust, the 
principal is to go to Charlotte’s descend- 
ants and, if none, to two homes for the 
aged. It is provided that if the trust in 
come is insufficient to furnish Mrs. Pot- 
ter reasonable support, care and com- 
fort, or if at any time during the con- 
tinuance of the trust the other sources 
of support of Charlotte and/or her chil- 
dren shall in the discretion of the trus- 
tee be insufficient for their reasonable 
support, care, comfort and education, 
the trustee may use principal for those 
purposes. Such payments for the daugh- 
ter or her children require Mrs. Potter’s 
consent. She is also given the right to 
discharge the trustee and thereupon the 
Security-First National Bank of Los 
Angeles will succeed it. 
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TAX RETURNS 


(Continued from page 13) 


ties had been sold at losses which ex- 
ceeded $1,000, and the loss limit of 
$1,000 was used in the return. After the 
1948 return was filed, the executors 
elected optional valuations for federal 
estate tax purposes, thus establishing a 
different income tax basis for the assets 
that had been sold. The 1948 sales then 
showed no gain or loss and the $1,000 
capital loss deduction was eliminated. 


An amended 1948 fiduciary federal 
income tax return was filed and addi- 
tional tax paid, immediately after the 
election of optional values for federal 
estate tax purposes, to stop the running 
of 6‘« interest on the additional federal 
income tax. In this estate the federal 
estate tax rates reached a bracket much 
higher than the federal income tax maxi- 
mum bracket for the estate, and it was 
clearly advantageous to take the greater 
estate tax saving through use of optional 
values. 

Occasionally the choice of the optional 
valuation method for federal estate tax 
purposes will eliminate taxable gains 
on sales reported in the first income tax 
return of the estate, and a claim for 


refund of the reduction in income tax 
should be filed. 
Estate J 

This estate received several items of 
“income in respect of a decedent” but 
paid counsel fees of $1,800 incurred by 
the for the conservation of 
property held for the production of tax- 
able income. The counsel fee, therefore, 
was deducted in the fiduciary federal in- 
come tax return as Item 13, and was 
explained in Schedule F as “Counsel fee 
paid Smith, Brown & Jones, Esqs.—de- 
ductible under Code Sections 126(b) 
and 23(a)(2).” This deduction in re- 
spect of a decedent exceeded the in- 
come items in respect of a decedent and 
the estate was therefore not entitled to 
a deduction for any portion of the fed- 
eral estate tax, there being no net in- 
come in respect of a decedent. 


Estate K 


In 1948 all the income in respect of a 
decedent was collected in the amount of 
$2,498.30 and there was paid a total 
of $98.33 deductions in respect of a 
decedent. Liability of the estate had 
been ascertained for an _ additional 
$2,780—deductions in respect of a de- 
cedent representing deficiencies in per- 


decedent 


sonal property taxes for the periods 
prior to death, and there was therefore 
no “net value for estate tax purposes” 
for the items of income and expense in 
respect of a decedent, and no deduction 
for a portion of the federal estate tax 
was allowable in 1948 under Code Sec- 
tion 126(c), even though the income in 
respect of the decedent exceeded the 
expenses actually paid in respect ofa 
decedent for that year. (The deficiencies 
in personal property tax were not paid 
until 1949). 


Estate L 


This estate was in course of admini- 
stration throughout the year. Income was 
received in the amount of $50,000, all 
from dividends declared after the de- 
cedent’s death. There was a direction 
in the will to sell the real estate. The 
residence real estate produced no in- 
come during the year, while its expenses. 
including taxes, insurance, water and 
minor repairs, totalled $2,500. Of the 
remaining income, $36,000 was distrib- 
uted to three children of the testator 
during the year, leaving $11.500 taxable 
to the estate. 


The will created a residuary trust for 
the benefit of the testator’s three chil- 
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dren, but was silent as to distribution 
of income during the period of admini- 
stration of the estate. The executors did 
not “credit” or set aside any income for 
the respective children as received, but 
did in their discretion distribute $12,000 
during the year to each of the children 
and therefore treated the actual income 
distributions as deductible by the estate 
and taxable to the distributees, under 
Code Section 162(c). The result was of 
course advantageous, income-taxwise, as 
surtaxes were kept at a minimum. 


Estate M 
The decedent died in 1947. The exe- 


cutor adopted the calendar year basis. 
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After December 31, 1947, it was found 
that there was 1947 taxable income in 
the amount of $1,781.76 available for 
distribution, and on February 19, 1948, 
this amount of income was distributed 
to the beneficiary. This amount was 
treated as a deduction for the estate 
under Code Section 162(d) (3), and as 
1947 fiduciary income for the benefici- 
ary. 

The estate had not been fully adminis- 
tered by the end of the calendar year 
1948, nor within the first 65 days of 
1949. On January 26, 1949, distribution 
of income in the amount of $2,000 was 
made to the beneficiary, and this amount 
was in turn treated as a 1948 deduction 
for the estate and reported by the bene- 
ficiary. The estate’s income for 1948 
was more than enough to cover the 
$2,000 distribution, and the estate re- 
ceived no tax-exempt income nor parti- 
ally tax-exempt interest. 

Even though the estate had income 
for the periods January 1, 1948, to Feb- 
ruary 19, 1948, and January 1, 1949, 
to January 26, 1949 the February 19, 
1948. distribution and the January 26, 
1949, distribution were considered as 
1947 and 1948 distributions respectively, 
in their entirety, following the special 
ruling dated October 8, 1946, signed 
by E. I. McLarney, Deputy Commis- 
sioner, applicable to estates in process 
of administration. 


Estate N 


This estate received very substantial 
interest income from bonds issued prior 
to January 1, 1934, having a covenant 


to pay 2% federal income tax at source. 
The estate’s income was in‘ turn distrib. 
uted to a testamentary trust, which in 
turn had extremely heavy real estate ex- 
penses, with the result that no net in- 
come was available for distribution to 
beneficiaries and the trust had no re- 
tained net income upon which income 
tax would be payable. 


The executors and trustees filed an 
ownership certificate on Form 1000 with 
the withholding agent before February 
Ist of the year succeeding the taxable 
vear, stating that the net incomes of 
the estate and the trust did not exceed 
the credit allowed under Section 163(a) - 
(1) and the corporation was, therefore, 
under Sec. 29.143-3 of the Regulations, 
not required to report or pay the 2% 
tax, thus effecting a saving of about 
$500. It might be mentioned that this 
saving all redounded to the advantage 
of members of the decedent’s immedi- 
ate family, who held the equity interest 
in the corporation. 


Estate O 


No distribution of income was made 
and the entire income of the estate, 
$22,680.35, was taxable to the fiduciary. 
The portion allocable to Principal was 
computed as shown in Table I. 


In Item 3 there were covenant bond 
interest items totalling $730.62 upon 
which 2‘7 had been paid at source, so 
that 2‘¢ of $730.62 or $14.61 of the 
credit properly belonged to Principal. 
The income tax, before deducting the 
2‘~ covenant bond credit, amounted to 
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amount in excess of $600. Accordingly, Table If (Estate P) 
Forms 1099 were prepared and _ filed 
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(Continued from page 17) 


Recently the Eagle helped us demon- 
strate that our ideal of democracy in 
management extends beyond words on 
paper. In connection with Saturday clos- 
ing of our own and other banks in Chi- 
cago, it became necessary to readjust our 
normal work day to absorb hours not 
worked on Saturdays. Instead of decid- 
ing arbitrarily on a new daily schedule, 
we announced an election in the Eagle, 
prepared ballots offering four alternate 
sets of working hours, and waited for 
the returns to roll in. Almost 100 per 
cent of the staff cast ballots. An over- 
whelming majority favored a_ shorter 
lunch hour and an earlier “going home” 
The when announced in 
the Eagle. were accepted without a single 
The went into 
effect August 1, and functioned smoothly 
from the beginning. 


time. results, 


protest. new schedule 


The Eagle has also been invaluable in 
advancing a program of incentives for 
new business and suggestions. The re- 
cognition factor has figured importantly 
in encouraging more than half of our 
staff to participate in these activities, 
which have brought us approximately 
600 
ling in excess of $500.000. and dozens 


new accounts. with balances total- 


of really worthwhile operating sugges- 
tions, many of which are now in use. 


Using the Bulletin Board 


ago, Robert New- 
comb, a personnel consultant, speaking 


Several months 
at a meeting of the Chicago Financial 
Advertisers on various avenues of em- 
plovee communication, emphasized the 
bulletin 
boards. His remarks prompted us_ to 


neglected value of company 
take a look at our own boards and we 
found that they were used in a consid- 
erably less than effective manner. They 
displayed, along with useful material, a 
great clutter of old baseball schedules. 
bowling scores, posters and miscellane- 
ous personal memorabilia. 


The was simple. The old 
hoards were taken down and _ larger, 


remedy 


more attractive ones installed. Space 
on each board was reserved for news 
and publicity concerning the bank, ofh- 
cial announcements affecting policy and 
examples of space and direct-by-mail ad- 
vertising. The remaining space, as in the 
past. was made available for announce- 
ments of social and recreational events, 
AIB chapter activities and the like. 
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Weekly news bulletin and special booklets explain bank operations and benefit plans. 
The weekly bulletin is mailed to employees’ homes. 


\s an additional means of keeping 
employees informed, it is our practice 
to release advance proofs of advertis- 
ing to all officers, department and divi- 
circulate 
copies of news releases of appointments. 


sion heads, and to advance 
promotions, changes in policy, operating 


innovations. and other news items of 


general interest. 


“They Are the Bank” 


The key-note in all of our customer 
relations training, whether it is with new 
employees or customer contact people of 
long service, is that “they are the bank.” 
Not only in contacts with the customers 
but in the employees’ general department 
in the customer areas or within their 
own group of friends and acquaintances. 
the bank. Whether an 
individual is a page or a vice president. 


they represent 


he is regarded as a “banker” in his 
personal orbit. Therefore, he must be 


prepared at all times to represent the 


bank adequately and effectively. 

This is particularly important in new 
employee training the people 
must be encouraged to get as much 


where 


banking background as possible within 
the time. The A.I.B. 
help immeasurably in bridging this gap 
and our own informational program for 
new employees does the rest. This in- 


shortest courses 


formation takes the form of operational 
outlines of processes within each of the 
operating divisions, so that each new 
employee can become familiar both with 
his own job. and the way it ties in with 
other operations. An Operations Manual 
is also available. outlining the functions 
and operations of each key division in 
the bank. To insure wide readership on 
this feature, certain divisional operations 
are outlined briefly from time to time 
as part of our weekly publication. 


Training for Contact Groups 


Training meetings are held at frequent 
intervals with all employees having pub- 


lic contacts. The discussion centers 
about improvement of customer rela- 
tions. These meetings which include 


guards, tellers and other public contact 
groups are often conducted by top off 
cers, which lends an air of authority and 
again builds up the importance of their 
jobs in the eyes of the people involved. 

In our supervisory training, much of 
the matter discussed has to do with cus- 
tomer relations, we rely heavily on this 
group to see that the day-to-day opera- 
tions are carried on effectively, as man- 
agements’ “front line” in the interpre- 
tation and proper functioning of com- 
pany policy. 


Another method used to make em- 








ployees feel that they are part of the 
“team” is our incentive plan designed 
to encourage activity in soliciting new 
business. Under this plan, employees 
are rewarded for “selling” savings ac- 
counts, safe deposit boxes, and other 
facilities and services to their friends 
and acquaintances in and out of the 
hank. Each employee who brings in a 
new savings account receives a $1 pre- 
liminary bonus and a supplementary 
bonus calculated at 1% of 1% of the 
first six-months’ deposit balance. Sup- 
plementary bonuses for other types of 
business are computed along similar 
lines. 


————_—--- > 


We have carefully avoided using the 
word “contest” in connection with this 
plan, because our objective is to stim- 
ulate “sales consciousness” in employees 
and to get them to take a greater inter- 
est in the bank and its customers, rather 
than to create aggressive competitive 
attitudes, and situations in which em- 
ployees beg their friends and relatives 
to open accounts merely to help them 
to win prizes and bonuses. 

During its first year, the incentive 
plan brought us more than 500 new 
customers with total opening balances in 
excess of $400,000. Of greater import- 
ance is.the fact that more than half of 
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Largest branch banking system between New York and San Francisco 
704,744 SAVINGS AND CHECKING ACCOUNTS 
Keeping Old Friends and Making New Friends 





CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1949 





ASSETS 

Cash on Hand andin Banks .......- +. +--+ $ %196,436,347.35 
United States Government Securities. .... . 534,111,212.38 

State, Municipal and Other Securities, including 
Stock of the Federal Reserve Bank .... «+ «+ 94,307,636.59 
Loans and Discounts .....+++seee2e88e8 288,518,030.37 
Bank Premises. ...«2s+eeeeceeeeee 3,704,897.79 
Other Real Estate ...6+s-e+e2eese ee eeee 1.00 
Other Assets. cc cc cece e ec ecco ee eee 2,929,151.36 
$1,120,007,276.84 

LIABILITIES 

Capital Stock ...++-+-s. $ 15,000,000.00 

Surplus... -cccccee 30,000,000.00 

Undivided Profits .... « 7,317,211.78 

Reserve for Contingencies . . 3,000,000.00 
CAPITAL FUNDS ....$% 55,317,211.78 

DEPOSITS 

Commercial and Savings . . $1,026,671,702.10 
Estates and Corporate Trust . 31,701,250.97 1,058,372,953.07 
Accrued Taxes, Interest,etc. ...++«+se#e+s+e-s 3,901,741.06 
Other Liabilities . 2.2. ee eee ee ee eevee 2,415,370.93 
$1,120,007,276.84 


United States Government Securities carried at $71,256,430.10 are pledged tosecure U.S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law 





Assets are shown NET after deducting Reserves. 
Ohio’s Largest Bank 


welcomes individuals and corporations 
seeking new or additional banking services. 
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our staff—including many people not 
in “contact” jobs—have actually orig. 
inated new business during the period 
and have thus become better integrated 
members of the American National 
“team.” 


Thorough Indoctrination Needed 


While all the procedures in our busi- 
ness cannot be reduced to routine, it is 
possible to anticipate many situations 
our people will encounter and to evolve, 
in advance, ways to meet them which 
create rather than destroy public good 
will. 


Some time ago the Bureau of Busi- 
ness Research of one of our great uni- 
versities made a survey of the reasons 
why customers quit trading at certain 
stores. Well over 50% of these reasons 
were classified as due to some unfortu- 
nate action or behavior on the part of 
store personnel. And so it is with banks. 

Our total effort is to bring home to 
our employees the realization that “they 
are the bank” and that no institution 
can win public acceptance without their 
skillful work in the field of human re- 
lations. That with 
knowledge and constant practice. We 
are striving to accomplish this end, not 
through 
directives, but by the continuous inter- 
pretation presentation of those 
small, significant items which, added 
together. represent the extra measure of 
service, efficiency, and friendliness any 
bank must possess if it is to enjoy con- 
tinued growth and success. 


skill comes only 


orders, pronouncements and 


and 


A A A 


CARETAKER ? 


(Continued from page 9) 


turesome theory, but let’s not be in a 
hurry. It has taken a long time for us 
in America to mold a good corporate 
fiduciary structure: we are founded on 
good solid ground. Now let’s not do it 
great harm by moving too fast. 


Mr. Shattuck feels we are not moving 
fast enough. but | suggest that if Mr. 
Shattuck would serve behind a trust 
officer’s desk for some little time he 
would observe the truth of two of my 
contentions and perhaps Mr. Headley’s. 
Firstly, we have struck our tents and 
are on the march in many, many of 
our trusteeships; and secondly, the very 
fiber of our fiduciary cloth is cautious, 
skillful careful conservation and 
protection. 


and 


TRUSTS AND ESTATES 
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enforced absence of some months, 
and once more to take up the self-ap- 
pointed task of applying the well-known 
needle when there seems to be a need 
for it and to distribute orchids whenever 
During the 
temporary suspension of this column, I 
have devoted not a little thought to its 
place in the field of Estate Analysis and 
Planning, to the manner in which it can 
contribute to the advancement of estate 
planning and to the establishment of 
common standards of practice among 
the professions or institutions that deal 
with property and its transfer at death. 


be good to be back again after an 


| have the opportunity. 


The widening acceptance of estate 
planning by the public and its increas- 
ing use or recognition by the Bar, fidu- 
ciary institutions, accountants and life 
underwriters, have made it an import- 
ant element in our present and future 
economy. It is being used less and less 
as a selling device and more and more 
as an adjunct to any service that per- 
tains to the transfer of wealth and its 


utility. In contrast, | can remember 
twenty or thirty years ago, when an 


estate planner was assumed by many 
propertied individuals to be some kind 
of a landscape architect. Today. the 
public at least knows what estate plan- 
ning is even though it is still crassly 
ignorant of what it involves. 

A greater number of attorneys are 
doing estate planning in connection with 
their regular services to their clients. 
The number of law schools which have 
added estate planning to their curricula 
is rapidly increasing. Where. a few 
vears ago, there was a dearth of books 
or equipment dealing specifically with 
estate planning or some phase thereof, 
more and more published works and 
articles are now available. There has 
developed, I believe. a deep need for 
marshalling the thinking of all who are 
engaged in estate planning, not only 
with respect to various techniques, but 
likewise with respect to our responsibil- 
ities to those whom we serve and their 
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Powers System of Estate Analysis, Cleveland 


beneficiaries. and to the functional re- 
lationship between those who render 
dissimilar services but employ it in con- 
nection with their work. In short, there 
is need for common standards of per- 
formance and collaboration. 

There is a distinct trend toward the 
organization of Estate Planning Councils 
or Forums in various cities, in which 
local attorneys. accountants, professional 
estate planners, fiduciaries and life in- 
participate and 
where the different phases of estate plan- 
ning are discussed by competent per- 
sons. The ideas developed there can 
have a potent influence upon the think- 
ing of many others who do not enjoy 


surance underwriters 


the advantages that these organizations 
afford. 

Estate planning can be a distinct 
boon to estate owners who are desirous 
of making a more efficient provision for 
their dependents, or it can, to a degree 
at least, be a menace to the well-being 
of the beneficiaries, depending upon the 
concepts and the ability of the person 
who attempts to plan the estate. Estate 
planning is a common enterprise. Each 
of us as individuals profits or loses, di- 
rectly or indirectly, by the character of 
the service that others render in our 
respective communities and throughout 
the Nation. 

In all this column _be- 
lieves that it can best serve its purpose 
if it is conducted as a monthly meeting 
place for our collective thinking where 
readers may join by contributing their 
ideas, suggestions and material for main- 
taining higher standards in estate plan- 
ning, and by expressing themselves 
frankly and candidly about conditions 
or circumstances which are inimical to 
a functional collaboration that is so 
vitally important. 

This, then, is not merely an invita- 
tion but an urgent request to you, to 
share your thinking with all our readers. 
As the ancient colored man said, “It 
don’t matter ifen, yer mad or happy, 
jes “spress yerself.” 


humbleness. 


Not only is there a need for marshal- 
ling our thinking, but there is a parallel 
one for organizing the large volume of 
knowledge, information and ideas pres- 
ently contributed from various sources, 
for application in our respective activi- 
lies. There are certain principles which 
should be followed in order to do effec- 
tive and thorough estate planning. It is 
the intention of this column, in succeed 
ing issues, to outline the principles of 
es'ate planning as they have been defined 
by authors of standard books and arti- 
cles along with those which our readers 
will contribute. 


We will likewise welcome every op- 
portunity to report on the various activi- 
ties. pertinent to estate planning, such 
as the addresses at life trust or estate 
planning councils, the organization of 
councils, or any other activity in which 
the attorneys, the accountants, trust offi- 
cers and life insurance men participate, 
or to which the public is invited. 


We will gladly make an effort to dis- 
cuss or to have discussed any subjects 
or aspects of estate planning for which 
readers signify a desire. We are hopeful 
that this column will become increasing- 
ly yours not only because of your inter- 
est in reading it, but particularly through 
your contributions. If a helpful thought 
has occurred to you while reading this 
prologue. don’t postpone writing us 
about it. 


A A A 


Trachtman Lectures 


Some neglected points in estate plan- 
ning were discussed by Joseph Tracht- 
man, New York legal editor of Trusts 
AND Estates, at the concluding session 
of the Institute on Federal Taxation con- 
ducted by the University of Connecticut. 
The five evening sessions, held in the 
auditorium of the Connecticut General 
Life Insurance Co. in Hartford, were 
devoted to the theme: Current Tax Plan- 
ning. 
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CALIFORNIA 


San Francisco—Among changes at 
BANK OF CALIFORNIA N.A., including the 
previously reported elevation of Elliott 
McAllister to the presidency on January 
1, Emil A. Andker has been advanced to 
trust officer. 


At the Portland, Oregon, office Donald 
P. Eckman has been appointed assistant 
trust officer and assistant secretary. 


At Seattle, Lawrence L. Allison has 
been appointed trust officer. 


Los Angeles—CALIFORNIA TRUST CO. 
elected Golden R. Larson assistant treas- 
urer. With the trust staff since last May, 
Mr. Larson was formerly with the War 
Assets Administration as chief of the 
budget division. 

Los Angeles—Don R. Cameron has 
been elected vice president in charge of 
the trust department of UNION BANK & 
Trust Co. Born in Topeka, Mr. Cameron 
graduated from the University of South- 
ern California College of Law and prac- 
ticed law until 1917, then joining the Air 
Force Balloon School in Arcadia and be- 
coming a pilot and instructor of dirigible 
pilots at Langley Field, Va. In 1920, 
year after entering the Bank, he became 
assistant trust officer, and was elected 





A. L. LATHROP Don R. CAMERON 


senior trust officer in 1944. He is a mem- 
ber of the Los Angeles Bar and Cali- 
fornia Bar Associations, past president 
of Southern California Trust Officers As- 
sociation, and past chairman of the trust 
division, California Bankers Associa- 
tion. 


TRUST PERSONNEL CHANGES 


A. L. Lathrop retired from the post 


assigned to Mr. Cameron, under the 
bank’s retirement plan, after thirty-one 
years of service. President Ben R. Meyer, 
in making the announcement, said that 
Mr. Lathrop will continue as a director 
of the bank and “we shall continue to 
have the benefit of his able counsel and 
wide experience in the conduct of its 
affiairs.’”’ Continuously connected with the 
banking and trust business in Los An- 
geles since 1915, Mr. Lathrop organized 
the Union Bank & Trust Co.’s trust de- 
partment on September 16, 1918. He is 
past president of the State Bar commit- 
tee of the California Bankers Association 
and currently chairman, and has also 
served on committees of the American 
Bankers Association. 


CONNECTICUT 


Greenwich—Malcolm L. Hadden, in- 
vestment officer, has been named assist- 
ant trust officer of GREENWICH TRUST 
Co.; Marvin J. Peck, assistant treasurer. 
Mr. Hadden formerly headed the security 
analysis department of the FirtH AVE- 
NUE BANK, New York. 

Hartford—Raymond C. Ball, first vice 
president of PHOENIX STATE BANK & 
Trust Co., was elected president to suc- 
ceed the retiring Charles A. Lillie, 
named chairman of the board. John 
Woodward and Orlo M. Hibler were pro- 
moted to senior vice presidents; Jonathan 
Goodwin to assistant trust officer. 

New Haven—SECOND NATIONAL BANK 
appointed Harry O. Copeland assistant 
trust officer in charge of tax matters in 
the trust department. 


ILLINOIS 


Chicago—William O. Heath, since 1946 
assistant vice president in the trust de- 
partment of Harris Trust & SAVINGS 
BANK, was elected a vice president. A 
graduate of Columbia University, Mr. 
Heath has been with the bank since 1929, 
except for three years in the Navy as 
Lieutenant Commander. 


Wanted 
ASSISTANT TRUST OFFICER and NEW BUSINESS MAN 


A strong Southern trust company with a remarkably good 
territory not heretofore developed is seeking a competent new 
business representative. Applicant must have a successful back- 
ground in trust and estate solicitation and must know estate 


planning. 


Splendid opportunity for right man. 


Box H-1-7, Trusts and Estates 








-Arthur J. 


MASSACHUSEETS 


Boston—The following appointments 
were recently made at BOSTON SAFE DrE- 
PosIT & TRUST Co.: Matthew Roberts, 
trust operations officer; Charles M. Tal- 
bot and John Lowell, assistant trust of- 
ficers; William P. Coues, Jr., and W. 
Alfred Rivenburg, assistant secretaries; 
Prescott L: Kettell, assistant real estate 
officer. 

Boston—SECOND NATIONAL BANK elect- 
ed Albert F. Seagrave an assistant trust 
officer. 

Holyoke & Pittsfield—Warren I. Clark, 
resigned as trust officer of HADLEY FALLS 
Trust Co. (Holyoke) to become trust of- 
ficer at the PITTSFIELD NATIONAL RANK. 


MISSOURI 


St. Louis—At MANUFACTURERS BANK 
& Trust Co., Louis A. Hager, Jr., was 
elected chairman of the board, and P. A. 
Thias advanced to president. 


NEW JERSEY 


Morristown—Among other elections at 
MORRISTOWN TRustT Co., Stephen S. Whit- 
ney, who has been secretary and assistant 
trust officer, was made secretary and 






assistant treasurer in the banking de- | 


partment. 

Roselle Park—Everett A. Heim, secre- 
tary and treasurer, succeeds the late Kar] 
F. Schaffer as_ president 
PaRK TrRusT Co. Perey H. Bennion, who 
has been assistant secretary and treas- 


urer and trust officer, advances to secre- 


tary and treasurer. 
NEW YORK 

New York—CeEn- 
TRAL HANOVER 
BANK & TRUST Co. 
announced the elec- 
tion of Fred P. Me- 
Kenzie as vice pres- 
ident. Mr. McKen- 
zie,, as head of the 
pension depart- 





FRED P. MCKENZIE 


ing plans for large corporations. He has 
addressed many meetings of the Life Un- 
derwriters Association and has written 


several authoritative articles on the sub- | 
ject. Before coming to Central Hanover | 
McKenzie was executive | 
manager of the Life Underwriters Asso- | 


in 1932, Mr. 


ciation of the City of New York. 


William G. Allen and Frederick J. Mil- } 


lett were appointed assistant vice pres- 
idents in the personal trust division, and 
William C. Cole, William McGarry, Jr., 
Meuche and Herman C. 
Schwab, assistant secretaries. 

New York—At City BANK FARMERS 
Trust Co., former assistant secretaries 


of ROSELLE | 


. ! 
ment, is well known 
for his work on pension and profit shar- | 
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Foster B. Cooper and Clarence G. Noel 
have been advanced to vice presidents; 
Stephen P. Loughnane and Warren L. 
Murray made assistant trust officers; and 
Herbert E. Nevins named assistant secre- 
tary. 


New York—IRVING Trust Co. elected 
William W. Pevear as assistant vice pres- 
ident to assist correspondent banks and 
corporations in the management of their 
investment portfolios. 


New York—Howard Blanke has been 
promoted to assistant trust officer of 
LAWYERS TRUST Co. 


New York—Robert M. Gaunt, Jr., was 
elected an assistant trust officer of J. P. 
MorGAN & Co., Ine. 


Rochester — UNION TRUST CoO. an- 
nounced the election of Arthur M. R. 
Hughes as president and chief executive 
officer to fill the position vacated by 
William W. Foster, who became chair- 
man of the board. Mr. Hughes is a vice 
president of the Marine Midland Trust 
Co. of New York. 


OHIO 


Cincinnati—Dwight W. Hostetter has 
been made assistant trust officer of CEN- 
TRAL TrRuUsT Co. He was formerly trust 
officer at the Port Huron branch of 
MICHIGAN NATIONAL BANK. 


Toledo-—Richard R. Johnston, Jr., has 
been made an assistant trust officer at 
COMMERCE NATIONAL BANK. 


Youngstown—DoLLAR SAVINGS BANK 
elected Richard Fellers and Carroll S. 
Anderson as assistant trust officer in the 
investment department. 





Before the Chicago Title & Trust Co., decided to 
improve its appearance and the efficiency of its work, 
it looked like this. Lighting and general decor were 
conventional. After a thorough survey, it was decided 
to provide air conditioning and fluorescent lighting as 
well as bring the decor into more efficient, modern spheres. 
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PENNSYLVANIA 


Philadelphia—With the reaching of 
retirement age December 31 of Frank G. 
Sayre, for many years vice president in 
charge of the trust department of THE 
PENNSYLVANIA COMPANY FoR BANKING & 
TRUSTS, his successor as senior officer in 
charge of trust operations will be Wil- 
liam M. David, with the bank 39 years. 


Pittsburgh—MEL- 
LON NATIONAL 
BANK & TRUST Co. 
appointed Donald 
A. Hazlett an as- 
sistant vice pres- 
ident and Frank J. 
Pohl a trust officer. 
Mr. Hazlett was 
formerly a_ trust 
officer in the cor- 
porate trust de- 
partment. 


JOHN A. BYERLY 
New Vice President and 
Trust Officer, FIDELITY 
Trust Co., Pittsburgh 
(reported last month) 


TEXAS 


Houston—Ovide Eugene Boulet was 
named a trust officer of the NATIONAL 
BANK OF COMMERCE. Associated with the 
bank since October, 1931, Mr. Boulet was 
assigned to the trust department in 1939 
and made manager of it in 1946, and in 
1947 became assistant trust officer. 


CANADA 


Winnipeg & Toronto—At the Winni- 
peg office of the CRowNn Trust Co., Carl 
R. Vincent was appointed manager to 
succeed the late Albert B. Hornby. At 
the main office in Toronto, Paul Harris 
was elected treasurer. Mr. Vincent has 
had 25 years’ experience in the trust 
business, while Mr. Harris has had wide 
experience in the investment field for 
the same number of years. 


MERGERS 


Chicago, Ill.—In addition to acquisition 
of the Metropolitan Trust Co. (reported 
last month at p. 821) LASALLE NATIONAL 
BANK has completed arrangements to 
acquire the trust business of the TRUST 
COMPANY OF CHICAGO. Additional space 
has been leased in the Field Building to 
provide for this expansion of the bank’s 
trust department. 


In a letter to trust beneficiaries, Har- 
old G. Townsend, president of the Trust 
Company of Chicago, stated that the 
company decided to voluntarily liquidate 
its business, and transfer of their trusts 
to LaSalle would be effected without 
cost to the beneficiaries. (This was also 
the case in the transfer of Metropolitan’s 
trusts.) 


President John C. Wright of the La- 
Salle indicated that Mr. Townsend and 
Albert T. Belshe, vice president and trust 
officer, will become identified with his 
trust department in official capacities, 
and that certain other officers and em- 
ployees of the trust company would be 
added to the bank’s staff in order to con- 
tinue giving personal attention to the 
transferred trust accounts. Joseph G. 
Porter is vice president of LaSalle’s trust 
department. 


Neither the Metropolitan nor the Trust 
Company of Chicago has banking powers, 
and the transfer of their business will 
therefore be directly reflected only in the 
trust business. 


Guelph & London, Ontario, Canada — 
CANADA TRUST Co. (London) has pur- 
chased the business and assets of the 
GUELPH TRusT Co. for $756,309. H. L. 
Benallick remains as manager of the 
Guelph branch. 
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After the change, the offices looked this way. So good 
were the changes that the Company won a Merit Award 
with Distinction at the Third International Lighting 
Exposition and conference, sponsored by the Industrial 
and Commercial Lighting Equipment Section of the 
National Electrical Manufacturers Association. 








BRIEFS 


Hartford, Conn.—Directors of the 
HARTFORD-CONNECTICUT TRUST CO. ap- 
proved a comprehensive retirement pen- 
sion program for the employees of the 
bank, effective January 1, it was an- 
nounced by President John B. Byrne. The 
plan provides for payment of accumu- 
lated liability covering past services of 
the employees. It will be maintained by 
payments by the bank and by contribu- 
tions of 2% by employees. 


Atlanta, Ga.—J. W. Speas, vice pres- 
ident and trust officer of the First Na- 
TIONAL BANK, has been appointed a mem- 
ber of the Education Committee of the 
Investment Bankers Association, and 
chairman of its Southern group. 


Chicago, Ill.—Ronald M. Kimball, vice 
president in the trust department of 
CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co., was named chairman of the 
business division of the 1950 Red Cross 
Fund drive in Chicago. 


Minneapolis, Minn.—Robert E. Conn, 
Jr., a trust officer and assistant secre- 
tary of NORTHWESTERN NATIONAL BANK, 
has been appointed a member of the na- 
tional military affairs committee of the 
American Legion. A survivor of the 
Bataan death march, Mr. Conn is a past 
commander of his local Legion post. 


New York, N. Y.—Recently celebrated 
anniversaries by trust personnel at 
CHASE NATIONAL BANK: 30 years, 
Charles A. Manning, personal trust of- 
ficer, and Frederick C. Miller, assistant 
cashier; 25 years, William A. Ten Eick, 
Jr., investment officer; 20 years, Leonard 
S. Noble, Harry M. Lyter, Frank W. 
Burr and Philip Y. Eastman, personal 
trust officers, and James J. O’Brien, in- 
vestment officer. 

New York, N. Y.—The Twenty-Five 
Year Club of MANUFACTURERS TRUST Co. 
held its tenth annual dinner and enter- 
tainment last month in the Grand Ball- 
room of the Roosevelt Hotel. President 
Harvey D. Gibson was host. 


New York, N. Y.—James M. Trenary, 
vice president of the UNITED STATES 
Trust Co., became chairman of the board 
of managers of the West Side branch 
of the YMCA on January 1. 


New York—Baldwin Maull, vice pres- 
ident in charge of the trust department 
of MARINE MIDLAND TrRusT Co., has been 
elected a director of the Indeco Corp., N. 
Y., exporters and importers. 

Cleveland, Ohio—I. F. Freiberger, 
chairman of the board of CLEVELAND 
Trust Co., at a dinner meeting on Decem- 
ber 12th, celebrated his 70th birthday 
with three hundred friends at the Hotel 
Cleveland. 

Pittsburgh, Pa. — J. Judson Brooks, 
trust officer of PEOPLES First NATIONAL 
BANK & TrusT Co., was elected president 
of the Allegheny Council, Boy Scouts of 
America. 
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The Capitalabor Team 


New Wage Hour Tests 


Effective January 25, there is a new 
set of regulations covering exemptions 
from minimum wage and overtime pay 
provisions of the Fair Labor Standards 
Act. The rules issued by the Wage and 
Labor established revised tests for “exe- 
cutive, administrative and professional” 
employees, the most important level of 
compensation to classify an employee in 
one of the quoted groups. 


Paycheck to Show 
Job’s Actual Worth 


Payroll deductions, investments by the 
employee and “fringe benefits” are often 
lost to the employee’s consciousness when 
he counts up his take-home pay. The 
average employee has been told little or 
nothing about the “hidden paycheck,” ac- 
cording to I. L. Greene, of The Todd 
Company. 

Having in mind that today more than 
ever before it is important that the worth 
of the job be known in terms of total 
benefits rather than the lesser cash 
amount available for spending, Greene 
cites a typical case: The gross pay, or 
actual earnings amounts to $55.90. 
“Fringe benefits” in this case come to 
a weekly average of $6.70, making the 
total pay $62.60. But the face of the pay 
check shows only $39.63 after the em- 
ployer has acted on behalf of the em- 
ployee and the government as a collector 
of income taxes, Savings Bond payments, 
insurance premiums and the like. 

How to disclose to the employee the 
difference between actual pay, or the 
worth of the job, and what the employee 
has left to spend, is shown in the ac- 
companying picture of a sample pay- 
check. 


House Organs Rated 
High By Employees 

Analyzing “measured results” from 
employee publications, Guy Bergdoff, Di- 
rector, public relations, Pittsburgh Plate 
Glass Co., shows that in competition with 
CIO’s monthly News the glass company’s 
Life-size Pittsburgh People was read by 
85% as against 59% for the CIO paper. 
Enjoyment scored 60% for the company 
paper, 8% for the union sheet. 85% be- 
lieved the company paper, 56% the union 
one. 

Less costly company papers also show- 
ed high effectiveness. Calco Chemical with 
a weekly tabloid scored 86% believabil- 
ity in a 71% readership and 62% said 
they would pay to get the paper if neces- 
sary. 


Claim Profit Sharing 
To Solve Problems 


Experiences of 150 companies associ- 
ated in the Council of Profit Sharing In- 
dustries, indicate to the Council officials 
meeting recently in New York, that pro- 
fit-sharing is the most practical solution 
of labor-management problems. 


William Loeb, publisher of The Morn- 
ing Union, Manchester, N. H., vice pres- 
ident of the Council said that general 
adoption of profit-sharing would double 
the real income of the country in a 
“dozen years.” Since the Council was 
organized in 1947 only one work stop- 
page has occurred among the 150 mem- 
ber companies. Profits paid to employees 
in those companies averaged 25% of an- 
nual wages and ran from 10% to 50%. 
The member companies represent 240,000 
employees with an annual payroll of 
$720 million. 
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Preparing Fiduciary Returns 


TESTED PROCEDURE FOR SMALL TRUST DEPARTMENT 


TIMOTHY L. LINGG 


Asst. Trust Officer, The Ninth Bank and Trust Company, Philadelphia 


HE smaller Trust Department may 

handle its tax problems in any one 
of three ways. It may have counsel for 
the estate prepare all tax returns, especi- 
ally Gift, Federal Estate and State In- 
heritance tax returns. It may employ an 
accounting firm to do this special work. 
It may, through its own limited person- 
nel, do all of the tax work necessary in 
the proper administration of its estates 
and trusts. I will confine my remarks to 
income taxes handled by the depart- 
ment itself, 

Our experience covers a period of 
twelve years our department 
changed from hand posted ledgers to a 
machine posting system. The depart- 
ment has upwards of three hundred 
Trust Accounts. The system now in use 
for the Fiduciary Information Return 
was planned when we bought the book- 
keeping machine used for posting the 
trust ledgers. The trust bookkeeping sys- 
tem was devised at that time and is 
modern in every respect. It has the 
commendation of the Federal examining 
authorities and has since been adopted 
by Trust Departments in this area. 


when 





Machine used to post income and expense entries, with code 
letters in right column of keys 


Coded Entries 


This tax system requires the coding 
of all income entries. Therefore, a spe- 
cial set of keys was built into the book- 
keeping machine, being a column of 
nine letters, “A” to “I” inclusive, 
the right side of the numerical keyboard. 
All entries 


on 


posted carry one of these 
symbols. If the item is a receipt, the 
letter automatically posted with the 
amount means it is a certain type of 
income, but the same letter posted with 
a payment means it is a certain type of 


deduction. These symbols mean: 


Sym- 


RECEIPTS BOLS DISBURSEMENTS 


A Interest paid 
(taxable) 


Dividends 


Fully taxable interest 


taxes 


Interest on which 2% C Commissions 


tax is paid at source 


Interest on partially D Miscellaneous 


B Personal property 








F Real estate 
city, county, 
township, etc. 


Rents 


Interest exempt from G Deductible water 
normal and __ surtax, rent: and insur- 
obligations of states ance 


and municipalities 


Refunds of Pennsyl- H Interest paid re 
vania personal prop- purchase of en- 
erty taxes tirely free bonds 


I Distribution of 
income 


Miscellaneous income 

income posting media al- 
the 
the amount, the symbol designating the 


Since the 


Ways carries proper symbol after 


type of receipt or disbursement is de- 
pressed when the amount is entered on 
the machine and it is thereby printed 
on the income ledger cards immediately 
For instance, an entry 


“(Quar 


after the amount. 


on the income card would read 


divd on 100 shares X Co Common 
$75.00 A.” 

All entries. both debit and = credit, 
will carry a symbol after the amount. 











free Treasury bonds payments i 
. Care must be taken to see that the sym- 
and fully free $5,- , yt 
000 principal bols are correct on the posting media. 
+ } > ane os o alk sec 0 
Interest on fully tax- E Real estate re- \ permanent posting media used t 
able Treasury bonds pairs cover the receipt of income from invest- 
EXPLANATION OF TRANSACTION Oecmease ieCmaase oe 
-_—_-- —_—_—----—_----- +> ——— 
6 MOS INT ON $10,000 CITY OF PHILA 3 1/@ QuE 1973 162500 16250 5 
RENT GUE 1/10/48" RE PREM 216 SUMMER ST 100.00F 26250 3- 
QUAR OVO ON 100 SHS AMER TEL & TEL CO CAPT 225.004 48750 3 
RENT OUC 2/10/48 RE PREM 216 SUMMER ST 100.00F 58750 3 
RECCIVER UF TAKES 1946 PERS PROP Tax 40.008 34750 5s- 
6 “OS INT UN $10,000 U S SCR G 2.5 CUE 3/1/S8 125.008 67250 3- 
RENT QUE 3/10/86 RE PREM 216 SUMMER ST 1oo000F 77250 § 
MARY SMITH INCOME QUE 700.00! 7250 5 
AFFIUAVIT TO 1947 FIUUCTARY INCOME TAX RETURN 500 7200 $- 
RECEIVER OF TAXES 1948 CITY & SCHOOL TAXES 
RE PREM 216 SUMMER ST 185.00F 11300 o 
RENT QUE 4/10/86 RE PRE 216 SUAAER ST 100.00F 1300 o 
QUAR DIVO ON 100 SiiS AMER TEL & TEL ce CAPT 225.004 21200 3- 
RENT DUE 5/10/48 RE PREM 216 SULWER 100.00F 51200 %- 
6 MOS INT OM $10,000 PENNA AR CO 4 Y out 6/1/65 225008 53700 &- 
RENT WWE 6/10/48 RE PREM 216 SUMMER 100.00F 63700 5- 
6 0S INT ON $10,000 U S TREAS 2 aye tue 12/15/65 137.500 77450 8 
MARY SMITH INCOME QUE 700.001 7450 38 
RECEIVER OF TAXES 1946 WATER & SEWER RENT 
RE PREM 216 SUAMCR ST 15.00G sesso 6s 
INT FROM 5/1 /4@ TO w/the RC PUR $7,000 MARKET ST 
tLeEV 8 Due’ s/t/s 46674 tees 8 
6 “OS IMT ON he o00 CITY OF PHILA 3 1/4 QUE 1973 162.50G 17533 5 
RENT OUE 1/10/40" RE PREM 216 SUMavcR ST 100.00F 27533 5 
QUAR DIVD ON SHS AMER TEL & TEL CO CAPT 112.504 Se7e3 $ 
RENT QUE ofte 46 RE PREM 216 SUMMER ST 100.00F 48783 3% 
6 MOS INT ON 310,000 U S SER @ 2,5 CUE 3/1/S8 125.008 61283 3- 
RENT CUC 9/10/48 RE PREM 216 SUMAER ST 100.00F 71283 s- 
MARY SMITH INCumE QUE 700001 fees s- 
RENT LUE 10/10 46 RE PREM 216 SUMUCR ST 10000F ‘izes 8 
QUAR DIVO SHS AMER TEL & TEL CO C-PT 112.504 22535 s- 
6 MOS INT ON $7,000 MARKET ST EL@V & OUE 5/1/55 140.00Cc 56533 3 
ACNT QUE 11/10/8@ RE PREM 216 SUMACR ST 10000F 46535 &8- 
6 “OS INT UN $10,000 PENNA RR CO 4 1/2 OUE 6/1/65 225.008 69033 8- 
JOHN JONES REPAIRING HEATER RE PREM 
216 SUMMER ST 40.006 65035 § 
RENT OUE 12/10/48 RE PREM 216 SUMMER ST 100.00F 75033 § 
6 MOS INT ON $10,000 U S TREAS 2 3/4 QUE 12/15/65 137.500 ae7es $s 
THE NINTH BANK & TRUST co COM: OF SZ ON $3,315, 165.75C 
MARY SMITH NCOME OUE 722001 0o + 
INT FROM 11/1/48 TO 12/20/48 RE SALE $1,000 
MARKET ST ELEV # Lue 5/1/55 633c 633 


THe NintH Bank AND Trust COMPANY 


INCOME CASH LEDGER TRUST DEPARTMENT 


Income 


sash ledger showing coded entries among other data 
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ments helps to eliminate errors on these 
items. Since all accounts are on a cal- 
endar year basis, the above is the extent 
of the work required on income records 
until the end of the year. 


Preparation of Return 


The procedure for preparing the fidu- 
ciary tax return is as follows: We take 
a proof sheet 12 x 17 and accumulate in 
columns according to symbols all the 
receipts shown on the income ledger on 
the upper half of the sheet. This is 
done on an ordinary adding machine. 
Likewise, the disbursements are run in 
the lower section of the 
proof sheet. The receipt and disburse- 
ment totals are readily transferable to 
the return since the breakdown by the 
coding conforms to the requirements of 


columns on 


the receipt and disbursement sections of 
the tax return. The running of the proof 
sheet can be done quickly by any one 
who can handle an adding machine even 
though he is not versed in the technique 
of income taxes. 

The fact that no item has been omit- 
ted is readily 
receipts to the balance on the ledger 
card at the beginning of the year. This 
total will equal the total of the disburse- 
ments and the balance on the ledger 
card at the end of the year. 


proven by adding the 


If a trust owns real estate, carrying 
to the rent schedule of the return the 
various totals from the column relating 
to the real estate is generally acceptable. 
Of course, depreciation is a further de- 
addition to the in- 


duction and is in 


formation shown on the proof sheet. 


If the trust owns Treasury bonds on 
which there is a $5,000 exemption, this 
is noted on the proof sheet at the time 
of the run. 


If the account receives dividends 
from foreign corporations the amount 
included in the dividend total should be 
properly treated in the return. Other 
irregular which seldom occur 
should be specially considered. 


items 


Since all returns prepared by our 
department are checked, a pencil recon- 
ciliation on the proof sheet will show 
that the income charged to beneficiaries 
will equal the amount distributable to 
them after adjustment is made for un- 
distributed income from the prior year 
and undistributed income for the cur- 
rent year, depreciation on real estate, 
entirely or partially tax free income, 
and other receipts or disbursements, if 
any, not properly includible for the 
determination of income chargeable to 
the beneficiary. 

The Commissioner of Internal Rev- 
enue has been requested to approve 
attaching to Form 1041 a proof sheet 
in lieu of completing the details re- 
quired by the Form, and it is believed 
a copy or photostat of this run would 
meet the requirements. 


Gain and Loss Schedule 

The preparation of the Gain and Loss 
schedule on Form 1041 is accomplished 
in the following manner: 

When the trust bookkeeper completes 
the posting to the principal ledger, all 
copies of posting media of sales are laid 
aside for entry on a specially prepared 
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“sale of assets schedule.” Upon the first 
sale of an asset in the taxable year for 
an account, a schedule is headed with 
the name of the account and all sales 
are daily typed on the schedules for the 
accounts making sales. The bookkeeper 
is required to show only the security 
sold, the proceeds of sale, and the date. 


From time to time during the year, 
someone experienced in taxes will from 
the records in the department or else- 
where determine the cost of the secur- 
ity sold for income tax purposes, as well 
as the acquisition date, and enter same 
upon this tentative schedule. At the close 
of the taxable period, the Gain and Loss 
schedule is completed and can be typed 
by someone inexperienced in income tax 
procedure for attaching to the return. 


The use of this system has enabled 
our department to prepare all the fidu- 
ciary returns required with very little 
assistance from other than the regular 
personnel of the Trust Department and 
with a minimum amount of overtime. 


a 2 SS 

The annual Trust Conference of the 
Indiana Bankers Association will be held 
April 10-11 in Terre Haute, it has been 
announced by Trust Committee chairman 
John T. Royse, who is vice president and 
trust officer of Merchants National Bank 
of the host city. 
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is that the history of corporations re- a profit on the investment. Every in- formation than it is practical to print; 
veals how frequently new capital must vestigation that has ever been made and through the door thus opened the 
be sought. shows that such publications are read «Tepresentative walks in to get action out 
deimeicbedes a) assiduously and read by others than of a prospect who is already in a favor- 
Excerpts from an article in The Commercial and ble f . 
Sinanaiet Ghote. those who buy them. Several are actually @Dle frame of mind. 
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Books 


The 1950 Tax Atlas 


SAMUEL M. MONATT & SIDNEY L. KRAW- 
ITZ. Matthew Bender & Co., Albany. 519 pp. 
$8.60. 

This volume promises to be exceedingly 
useful throughout the year. In crisp, 
clear-cut style, it conveniently offers a 
wealth of information on Federal taxes 
with quick reference tables. It is de- 
signed to give practical answers in pre- 
paring the many Federal returns re- 
quired during the year, and specimen 
filled-in forms give a bird’s-eye view of 
the problems. 

About 60% of the book is devoted to 
the tax law itself, with subjects ar- 
ranged in what-and-what-not-to-do fash- 
ion. A little less than 25% of the 
pages are filled-in forms, while some 20 
pages are given over to check lists show- 
ing deductible and non-deductible items, 


' etc. Double that number of pages con- 


tain a detailed cross-reference index. 


Tax Planning for Estates 


WILLIAM J. BOWE. Vanderbilt University 

Press, Nashville. 93 pp. $2.00. 

The fundamentals of estate, gift and 
income tax law are related to estate 
planning in this simplified discussion of 
tax minimizing. The author, now a pro- 
fessor but formerly chief counsel to the 
oldest estate planning organization in 
the country, makes no attempt to treat 
the complex intricacies of the subject but 
is content to hit the important high 
spots and techniques. For that reason, 
perhaps, together with the copious illus- 
trations of tax saving mechanisms, this 


little volume may prove refreshingly use- 
ful. 
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CURRENT LITERATURE NOTES 


Lawyers’ Tax Manual 


ALFRED S. PELLARD. Clark Boardman & 


Co. Ltd., New York. 582 pp. $12. 


Designed primarily for the general 
practitioner, this volume presents a broad 
review of the tax implications of given 
transactions and documents, with empha- 
sis upon current law rather than histor- 
ical development or possible future re- 
vision. The first three chapters, which 
deal with practice before the Treasury 
Department, are perhaps the most help- 
ful. 


Of particular interest to this audience 
are the chapters on Wills, (there is a 
comprehensive outline of the marital de- 
duction requirements), Inter Vivos 
Trusts, Estate & Gift Tax and Pro- 
cedure, Insurance, and Business Insur- 
ance Agreements. Each chapter contains 
useful sample documents and alternative 
clauses. In all, the book makes a handy 
desk manual. 


Economics and the Public Welfare 


BENJAMIN McALESTER ANDERSON, 
Ph.D. D. Van Nostrand Co., Inc., New York. 
602 pp. $6.00. 


The author, now deceased, formerly 
Connell Professor of Banking, University 
of California, Economists’ National Com- 
mittee on Monetary Policy, Economist for 
the National Bank of Commerce in New 
York, Economist for the Chase National 
Bank, was in a unique position to know 
and understand the financial problems of 
this country. His book is a comprehen- 
sive review of the nation’s economic and 
financial history from 1913 to the end 
of World War II which, though a short 
period was a dramatic one. The personal 
recollections of this important figure deal 
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with the prosperity of World War I and 
the economic policies around it. The Fed- 
eral Reserve System, Post-war Boom, 
Crisis and Revival, the first phases of 
the New Deal are included as well as the 
New Deal in Maturity. World War II 
with the policies, war taxation, expendi- 
tures and government borrowing. Also 
included are references to Bretton Woods 
and the British Loan as well as Eng- 
land’s Post-war position. 


Many of the disclosures made are from 
confidential sources and were revealed in 
the book only because the author was cer- 
tain no harm would be done. The book at- 
tains considerable objectivity considering 
that Dr. Anderson may be regarded “as 
a fighting man trying all too ineffective- 
ly to alter the course of events.” 


ARTICLES 


Tax Aspects of Buy-Sell Agreement 


CARL G. KOCH. Journal of C. L. U.’s, Decem- 

ber. 

Pointing out the advantages of a buy 
and sell agreement covering a partner- 
ship interest or stock in a close corpora- 
tion, the author discusses the income tax 
liability of the survivor, questions of val- 
uation, and estate tax consequences, 
where there is and is not an agreement. 


Should Corporation Be Party to Stock 
Purchase Agreement?, by Robert W. 
Hamilton: Journal of C.L.U.’s, Dec. 


Spendthrift Trusts, by Marjorie Holt: 
Florida Law Review, Fall, 1949. 


The (Pennsylvania) Fiduciaries Act of 
1949, by A. J. White Hutton: Dickinson 
Law Review, Oct. 
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INCOME TAX 


Exemption extended to individual mem- 
bers of armed forces and not fiduciaries. 
Decedent, who was entitled to trust in- 
come up to $12,000 annually until he at- 
tained age 25, was killed in action in 
1944 while a member of Armed Forces, 
twenty days before his twenty-fifth birth- 
day. During 1943 and 1944, income of 
trust was substantially in excess of 
$12,000. Trustee paid decedent amount 
to which he was currently entitled and 
added excess to principal of trust. Gov- 
ernment collected tax of $13,920 in 1943 
and $34,837 in 1944 on this excess. Trus- 
tee brought suit to recover these taxes 
by invoking Section 421 of Internal Rev- 
enue Code, which exempts income of 
member of Armed Forces killed in action, 
for year in which death occurred or for 
any prior year. 

HELD: Refund denied; Section 421 is 
limited to individual income taxes. To al- 
low exemption to fiduciary taxes could 
conceivably extend benefits to persons 
who were not intended to be object of 
benefit. Lloyd v. Delaney, U. S. D. C., 
Mass., Nov. 3. 


Contributions to pension trust deduct- 
ible where cost for stockholder employees 
in excess of 30%. Taxpayer established 
pension trust for benefit of its employees. 
Plan, as later amended, provided retire- 
ment annuities for employees at age 55 
equal to 30 per cent of salaries, with 
maximum of $2,400 per annum. All em- 
ployees then in taxpayer’s employ for two 
years were eligible to participate. In its 
taxable years 1943 and 1944, taxpayer 
employed from nine to fifteen persons, 
eight of whom were covered. Balance of 
employees were seasonably employed. 
Plan was non-contributory. Of taxpayer’s 
total contributions to trust in 1943 and 
1944, 58.3% and 52.2% represented con- 
tributions paid on behalf of two stock- 
holder-employees. Commissioner disallow- 
ed deductions on ground that plan was 
not for exclusive benefit of employees, be- 
cause additional benefits inured to stock- 
holder-employees. He urged further that 
plan was discriminatory, in that contri- 
butions made to cover benefits to stock- 
holder-employees violated 30 per cent 
Rule contained in I. T. 3674. 

HELD: Plan qualifies as tax exempt 
trust and contributions constitute allow- 
able deductions. Plan did not differentiate 
between employees who were stockholders 


68 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


and those who were not. Further, purpose 
of plan was to distribute corpus to em- 
ployees or their beneficiaries, and it was 
impossible to use or divert such corpus 
to purposes other than for exclusive ben- 
efit of employees. Notwithstanding pro- 
visions of 30% Rule, plan, if anything, 
discriminated against officer-stockholders 
rather than against remaining employ- 
ees. Volckening, Inc. v. Comm., 13 T. C. 
No. 94, Nov. 10. 


Distributions by corporation not equiv- 
alent to taxable dividends. Taxpayer and 
his wife were majority stockholders of a 
closely held corporation. They agreed to 
transfer a portion of their respective 
holdings to corporation, to enable key 
employees to acquire treasury stock at a 
fixed price to be determined after bar- 
gaining with employees. On December 28, 
1942, taxpayer and wife transferred 2,000 
shares to corporation, for which they re- 
ceived total payments in excess of 
$300,000. On December 3, 1943, they made 
similar transfers of 1,500 shares for 
which they received $225,000. Commis- 
sioner assessed deficiency on ground that 
real purpose of transactions was to dis- 
tribute earnings and profits of $525,000 
to taxpayers under guise of sales instead 
of dividends. 


HELD: Proceeds of sales did not con- 
stitute distributions essentially equivalent 
to distribution under Section 115(g) of 
Code. Treasury Regulations state that in 
determining whether distribution in con- 
nection with cancellation or redemption 
of stock is essentially equivalent to dis- 
tribution of taxable dividend depends up- 
on circumstances of case. Here, there had 
been express sale of stock to corporation. 
Gain, which taxpayers accounted for, was 
capital gain and not ordinary income. 
Comm. v. Snite, C.A.-7, Nov. 15. 


Periodic payments from husband’s es- 
tate constitute taxable income. Taxpayer 
entered into ante-nuptial agreement 
whereby husband agreed to pay her 
$4,000 annually for life. This was con- 
firmed by his will which also provided 
that wife should receive an annual in- 
come of $3,000 for life. On returns for 
1942 through 1946, trustee deducted, as 
beneficiaries’ shares of income and 
credits, sum of $4,000 paid to taxpayer in 


those years. Taxpayer paid tax thereon - 


and filed claim for refund for each year, 
on theory that $4,000 paid under ante- 
nuptial agreement was a gift. 





HELD: Refund denied; payments con- 
stituted income. In Comm. v. Wemyss, 
324 U. S. 308, a gift tax case, Suprenie 
Court held that payment made under 
ante-nuptial agreement was a gift. Cir- 
cuit Court of Appeals held in Fared Es, 
Sultaneth v. Comm., 160 Fed. (2d) 812, 
that Supreme Court ruling applied also 
to income tax. However, in Townsend v. 
Comm., 12 T. C. 692, Tax Court held 
that periodic payments made to widow, | 
pursuant to ante-nuptial agreement, re- ' 
gardless of availability of income, consti- 
tuted income to extent they were paid out | 
of income, on ground that Section 111 (a) 
of 1942 Act so enlarged Code Section | 
22(b) (3) that now gifts payable at in- 
tervals are taxable to extent paid out of 
income. Dunn v. Comm., U.S. D. C., E. D. 
Penn., July 12. 


Suit by third party against Collector 
to restrain assessment permitted. Tax- 
payer created irrevocable trust for bene- 
fit of wife and children. Entire income 
was payable to wife to extent that it did 
not exceed $32,500 per year. Any excess 
amount was payable to taxpayer. Income 
from trust never exceeded $32,500. In 
September 1948, Collector issued a war- 
rant for distraint, and levy was made on | 
all property and rights to property, | 
moneys, credits or bank deposits in hands | 
of trustees. No action was taken to en- | 
force collection, and on February 1, 1949, | 
wife brought suit to cancel levy and en- | 
join its enforcement. Collector moved to 
dismiss complaint, on grounds that com- 
plaint failed to state claim upon which 
relief could be granted, Court lacked jur- 
isdiction, and adequate remedy at law 
was available. 

HELD: Motion to dismiss denied. It! 
was no defense that levy was directed 
only against property of husband and 
not property of wife, since trustee could 
make no further payments of income to 
her without exposing itself to liability 
under Code Section 3710. Wife was under | 
no duty to avoid civil action by Collector. | 
In fact, it would be unfair and unjust to} 
require her to do so. Moreover, while Code ; 
Section 3653(a) prohibits institution of | 
suit to enjoin collection of a tax, that/ 
rule applies only to suits brought by tax- 
payers, and not third parties. Schweinler 
v. Manning, U. S. D. C., N. J. 


Income from property used to pay 
debts credited to remainderman. Decedent 
left part of his estate to life tenants, with 
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remainder to charity. Decedent’s execu- 
tor estimated that one-sixth of decedent’s 
estate would be required to pay de- 
cedent’s debts and taxes, cost of admin- 
istration, and special bequests. Thus, dur- 
ing taxable year 1940, one-sixth of in- 
come was attributable to that portion of 
estate. On return for 1940 and 1941, 
executor did not claim any deduction for 
above amounts. In 1944, however, within 
time provided by law, executor filed claim 
for refund. 


HELD: Refund granted, following 
Georgia case in which court said: “When 
a residue of a personal estate is given 
generally to one for life, with remainder 
over and no mention is made by the 
testator respecting the interest, nor any 
intention to the contrary to be collected 
from the will, the person taking for 
life is entitled to interest from the death 
of the testator, on such part of the 
residue bearing interest as is not neces- 
sary to be applied for the payment of 
debts.” First National Bank of Atlanta 
(Est. of Conkey P. Whitehead) v. Coll. 
U. S. D. C., Ga., Macon Div., Nov. 8. 


ESTATE TAX 


Transfer for incompetent held taxable 
as in contemplation of death. Decedent, 
at age 81, created an irrevocable trust 
for an incompetent son. Commissioner in- 
cluded value of transfer in decedent’s 
estate as having been made in contempla- 
tion of death, contending that dominant 
motive in creation of trust was to make 
such provision for incompetent son that 
he might be cared for after decedent’s 
death. 


HELD: Transfer was made in contem- 
plation of death. Other members of fam- 
ily were left corresponding shares under 
decedent’s will, wherein no further pro- 
vision was made for incompetent son. 
In addition, son looked to decedent dur- 
ing his lifetime to fully provide for him, 
financially and otherwise. Only after de- 
cedent’s death did a real need for trust 
arise. Est. of Frizzell v. Comm., C.A.-5, 
Nov. 10. 


Deduction allowed for attorney's fees 
incurred in prosecuting claim for refund. 
Executrix had paid additional estate tax 
of $37,000 and brought suit for refund. 
After judgment in favor of estate was 
paid, final account was filed in state 
court, which allowed attorney’s fees in 
amount of $9,500 and court costs of 
$377. Thereupon, executrix filed claim for 


} additional refund, based upon further 


diminution of estate by costs of refund 
litigation. 

HELD: Refund granted. Second claim 
for refund was not barred by judgment 
on first claim, since second claim was not 
in being when first was filed, and very 
existence of second was contingent upon 
disposition of first. Moreover, jurisdic- 
tion to determine amount of second claim 
tested with state court. Court refused to 
follow Second and Seventh Circuit, but 
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instead took same position as Fourth Cir- 
cuit. 


Court’s decision seems more reasonable 
than the present regulations (Sec. 81.34) 
which require that a deduction for at- 
torney’s fees incurred in prosecuting a 
claim for refund be claimed at time such 
refund claim is presented. Martin v. 
Broderick, C.A.-10, Nov. 4. 


Life expectancy table in regulations 
acceptable in valuation of life estate. In 
valuing a trust remainder interest, Com- 
missioner subtracted from value of prin- 
cipal the value of the life estate, calcu- 
lated in conformity with Table A in Sec- 
tion 81.10(1) of Estate Tax Regulations. 
Taxpayer contended that another table, 


showing a much greater life expectancy, 
should have been used, with view to in- 
creasing value of life estate, and decreas- 
ing value of remainder. Taxpayer’s wit- 
ness testified that table used by Commis- 
sioner did not accurately reflect present 
day life expectancies. 

HELD: Commissioner’s findings cor- 
rect. Commissioner’s procedure was sound 
and equitable, and use of mortality table 
set out in Regulations neither arbitrary 
nor unreasonable. Estate of Koshland v. 
Comm., C.A.-9, Nov. 17. 


No deduction for widow’s allowance 
paid after death. Decedent died Aug. 1944. 
Inventory and appraisement contained an 
item of $25,000 for one year’s allowance 


BROOKLYN TRUST 


COMPANY 


MAIN OFFICE: 
177 Montague Street 
Brooklyn 2, N. Y. 


NEW YORK OFFICE: 
26 Broad Street 
New York 4, N. Y. 


Condensed Statement of Condition, December 30, 1949 


RESOURCES 


Cash on Hand and Due from Federal Reserve 


Bank and Other Banks 
U. S. Government Securities . 
State and Municipal Bonds . 
Other Securities eos 
Loans and Bills Purchased 
Bonds and Mortgages 
Bank Buildings 
Other Real Estate . 
Other Resources 


$ 67,006,343.35 
130,552,856.33 
10,339,901.32 
3,343,971.42 
28,863,854.78 
1,000.00 
1,650,000.00 
1,000.00 
605,187.83 


$242,364.115.03 








LIABILITIES 


Capital 

Surplus ae 
Undivided Profits . 
Reserve for Contingencies 


Reserves for Taxes, Expenses, etc. 
Dividend Payable January 3, 1950 


Deposits 
Other Liabilities 


$ 8,200,000.00 
6,000,000.00 
1,786,762.71 
835,220.02 
603,298.79 
205,000.00 
224,602,847.68 
130,985.83 


$242,364,115.03 








United States Government and State and Municipal bonds 
carried at $28,656,272.50 are pledged to secure public 


deposits and for other purposes, 


as required by law. 


One of the Oldest Trust Companies in the United States 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
NEW YORK CLEARING HOUSE ASSOCIATION AND FEDERAL RESERVE SYSTEM 








to decedent’s widow for support and 
maintenance. Inventory was approved 
October 1944. Widow died in March 1945. 
In April, widow’s executrix received 
$25,000 in payment of allowance for 
widow, and executor of husband’s estate 
took deduction on Federal Estate Tax 
Return. Commissioner disallowed deduc- 
tion. 


HELD: Commissioner sustained. Un- 
der Section 812(b) of Code, deduction 
will be allowed for amount “reasonably 
required and actually expended” for 
support of those dependent upon the de- 
cedent. Burden rests upon taxpayer to 
show that deduction falls within lan- 
guage of statute. Here, amount was paid 
to widow’s executrix, which would indi- 
cate that it was not actually expended 
for support of the widow. In fact, she 
no longer required support. Huntington 
National Bank v. Comm., 13 T. C. No. 
100, Nov. 21. 


Trustee transferee liable without re- 
quirement that estate assets first be ex- 
hausted. Decedent created trust for her 
own benefit. Upon her death, trust prop- 
erty was held to be includible in her 
estate. Total value of estate, including 
trust property of $355,000, was $479,000. 
Tax amounted to $103,600, but executor 
paid only $17,400, advising Collector at 
time that it was impossible for him to 
pay full amount, and that trustee was 
liable for proportionate share of tax. 
Prior to filing estate tax return, trustee 
had refused to pay proportionate share. 


In 1946 Collector sent “Second Notice 
and Demand” for payment to executor. 
In July 1947, Collector notified trustee 
of a proposed assessment against it, as 
trustee and transferee, for balance of 
tax due. In April 1948, statutory notice 
of deficiency of $94,803 was sent to trus- 
tee. Trustee argued that Commissioner 
was obligated to exhaust assets of estate 
before being entitled to collect from 
transferee. 


HELD: Trustee was liable for balance 
of tax. Section 826(b) of Code supports 
inference that Commissioner is author- 
ized to collect tax from any person he 
finds presently in possession of untaxed 
estate assets or from any person who has 
received and disposed of such assets. 
Commissioner is not hampered by those 
equitable rules ordinarily inherent in 
imposing transferee liability. Equitable 
Trust Co. v. Comm., 13 T. C. No. 95, 
Nov. 10. 


Transfers not in contemplation of 
death where estate plan followed. De- 
cedent created irrevocable trusts for each 
of two children in 1937, reserving right 
to change trustee. Each year thereafter, 
up to and including 1941, he made addi- 
tional transfers to trusts. At Christmas 
in 1943 and 1944, he made outright gifts 
to his children of shares of stock in 
company in which he was an officer and 
minority stockholder. Upon decedent’s 
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death in February 1945, Commissioner 
determined that all transfers, both in 
trust and those to children direct, were 
made in contemplation of death. 


HELD: Transfers were not made in 
contemplation of death. Transfers of 
stock were ordinary Christmas gifts and 
in no sense testamentary in character. 
Trusts were created, after consultation 
with wife, for purpose of making sure 
that children would have sufficient money 
for their educations and for like pur- 
poses, in event decedent encountered fi- 
nancial reverses. While decedent’s death 
occurred shortly after last gifts to chil- 
dren were made, his health was not a 
factor in transfer. Nor was the fact that 
he reserved right to change trustee suf- 
ficient reason to include trust transfers 
in estate. Wilson Est., 18 T. C. No. 112, 
Dec. 1. 


Trust property taxable where decedent 
retained elements of ownership. Decedent 
was beneficiary of $100,000 trust, which 
was to be paid to her at age 25. When 
she was 24, she transferred her entire 
interest in trust, exclusive of current 
income payments, to her father. Deed of 
gift was absolute on its face. On same 
day, father transferred same property 
interest to his daughter for l'*= with 
principal payable to such persons as 
daughter might appoint by her will and, 
in default of exercise of power, to her 
next of kin. Decedent attempted to exer- 
cise power by her will, but it was de- 
clared by New York court that power 
had not been legally exercised. Upon her 
death, Commissioner included trust prop- 
erty in decedent’s estate under Sections 
811(c) and 811(d) on ground that in 
substance she had furnished all of prop- 
erty and consideration for trust and was 
the creator of trust. 


HELD: Commissioner sustained. A 
mere review of what had occurred leads 
to conclusion that daughter retained es- 
sential elements of complete ownership 
of property. In reality, decedent was 
creator of trust and her father acted 
only as her agent. Est. of Sinclair v. 
Comm., 13 T. C., No. 97, Nov. 14. 


Girt TAX 


Conversion of community property in- 
to tenancy in common not taxable gift. 
In 1941, taxpayer, resident of California, 
transferred one-half community interest 
in one-half partnership interest held by 
him as separate property to his wife. He 
reported transfer as gift and paid gift 
tax thereon. In 1943, taxpayer and wife 
entered into agreement whereby they 
converted community property into ten- 
ancy in common. Commissioner, asserting 
this conversion constituted gift, assessed 
gift tax. 

HELD: No taxable gift resulted from 
second transfer; refund granted. Section 
86.2(c) of Gift Tax Regulations, which 
provides that any gift made after Decem- 
ber 31, 1942, of property held as com- 


munity property, constitutes gift of hus- 
band for purpose of gift tax, had no ap. 


plication to instant case. Essick v. United | 


States, U. S. D. C., S. D. Cal., Oct. 13, 
A A A 


Canada Reduces Double Tax 
on Dividends 


A considerable number of changes have 
been made in the Canadian Income Tax 
Act by Income Tax Bill 176 which re- 
ceived the Royal Assent on December 10, 
They deal with relief from tax liability 
resulting from capitalization of surplus 
by non-resident corporations; new stand- 
ards for depreciation allowances; in- 
creases in personal exemptions (from 
$1,500 to $2,000 and $750 to $1,000) and 
family allowances (from $300 to $400 
and $100 to $150); new rates beginning 
at 15%; increase from $1,800 to $2,400 
in exemption from investment income 
surtax; and a deduction fro mthe tax | 
payable of an amount equal to 10% of 
dividends from taxable Canadian corpor- 
ations. t 

Of special interest to fiduciaries is the 
change in the due date for returns on | 
estates and trusts. Formerly April 30th, 
the deadline now is ninety days after the 
end of the entity’s “taxable year.” The 
10% dividend tax deduction is extended 
to beneficiaries of estates and trusts, who | 
are also given an allowance for the pro- 
portionate share of tax paid to foreign 
countries. 

A choice is now available as to whether 
the taxation year of the trust or estate 
will be the calendar year or the estate’s 
fiscal year. When a beneficiary dies, a 
special return of his income from the 
end of the taxation year of the entity 
to the date of death, must be filed and 
tax payable as if such were the income 
of another person. In lieu of instalment 
payments, the tax due from an estate or 
trust must be paid within ninety days of 
its taxation year. 

A new section provides that in certain 
cases income earned by a decedent but 
received after his death may be taxed 
in the hands of the beneficiaries. An- 
other amendment clarifies the rule that 
payments for upkeep of estate or trust 
property are included in the income of 
the life tenant or beneficiary only when | 
paid out of the income of the estate or | 
trust. 

Finally, a new provision exempts from | 
tax under paragraph (c) of Subsection | 
1 the amounts, from pre-1949 trusts, | 
paid or credited to a beneficiary where | 
all beneficiaries are non-residents and all | 
trust income is from non-resident sources. 
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A A A 
Lady Lawyer Discusses Taxes 


Mrs. Marietta Creel, assistant attorney | 
general of Texas, discussed state inher- 
itance taxes at the December meeting of 
the Fort Worth Trust Council. Mrs. 
Creel is in the Taxation Division. 
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RECENT FIDUCIARY DECISIONS 


CHARITABLE TRusTs — Effect of Na- 
tional Health Service Act 


Illinois—Superior Court, Cook Co. 

The First National Bank of Chicago v. King Ed- 

ward’s Hospital Fund for London, et al. 

The testator died in 1936 leaving a 
will in which he established residuary 
trusts of substantial value, which were 
to continue until the death of testator’s 
brothers and sisters. In the event that 
any of the income beneficiaries died dur- 
ing the period of the trust, the net in- 
come to which such beneficiary would be 
entitled became payable one-half to King 
Edward’s Hospital Fund for London and 
the balance in pro rata shares to three 
English hospitals. 

At the time of testator’s death, and 
immediately prior to July 5, 1948, the 
effective date of the English National 
Health Service Act of 1946, these bene- 
ficiaries were charitable institutions and 
the bequests made to them were char- 
itable. The four institutions share sub- 
stantially in the principal of the trust 
upon its termination. The three hospitals 
have now been transferred under the Act 
to the Minister of Health, and are ad- 
ministered in accordance therewith. The 
Act does not directly apply to the Fund, 
but prior to the effective date of the Act, 
the Fund applied its resources towards 
the maintenance of hospitals in the Lon- 
don area. It has been largely relieved 
of this function by the government and 
proposes to use its resources for grants 
to hospitals under the Act in order to 
provide supplementary services, such as 
amenities to patients and the purchase 
of special equipment, grants to hospitals 
and other institutions remaining outside 
the Act, and expansion of ancillary ser- 
vices to relieve hospitals, such as homes 
for the aged sick. 

The trustee has requested the court for 
instructions with reference to the pay- 
ments of the income formerly paid to the 
four English institutions. An affidavit 
for publication was filed on December 14, 
1949, and the appearance and answer of 
the Attorney General of Illinois were filed 
on December 28, 1949. 

The passage of the National Health 
Service Act has raised a considerable 
humber of questions with respect to the 
effect of its provisions on charitable trust 


' funds which have been bequeathed to 


hospitals taken over under the Act. In 


} the English case, In re Kellner’s Will 
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Trusts, the effect of such a gift by a 
testator who died before July, 1948, was 
considered for the first time. The Law 
Times (208 L.T. Jour. 72) in commenting 
on the case, cited the following excerpt 
from Judge Harmon’s opinion with ap- 
proval, as concisely stating the situation: 
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“it is now clear beyond any shadow of doubt 
that the Act is quite incomprehensible to any 
ordinary practitioner and nothing short of a 
judicial guess as to its meaning is any good 
. . » by some mischance the legislature has so 
framed the clauses of this Act as to leave out- 
side it charitable legacies . . . in this respect 
(it) is almost a miracle of ineptitudes.” 


Under the circumstances, the advice of 
the English commentator is to do noth- 
ing, and see what happens on appeal. 

The decision in this case will be report- 
ed when handed down. 


CHARITABLE TRUSTS — Church Rule 
Does Not Invoke Cy Pres Doctrine 


Kentucky—Court of Appeals 


State Bank & Trust Co. v. Van Dyke, 311 Ky. 
202, 223 S.W. (2d) 750. 


An action was brought to determine 
the rights of the parties in a trust fund 
created by the provision of a will be- 
queathing a fund “in Trust for the Pres- 
byterian Church of Salvisa, Ky.,” the 
trustee being directed to invest the fund 
“in good securities and pay the net in- 
come annually to the officers of said 
church.” For several years the income 
from the trust fund was paid to the 


church, but in 1945 the church was dis- 
solved. 

The heirs-at-law claim that upon the 
dissolution of the church the trust failed 
and the fund passed to them as unde- 
vised property of the testatrix. Transyl- 
vania Presbytery U. S. claims that it 
is entitled to the trust fund under either 
the cy pres doctrine or pursuant to the 
rules of the Presbyterian Church pro- 
viding that in case of dissolution church 
property passes to the local Presbytery. 

The lower court held that the trust 
had failed, and the fund created by said 
trust reverted to the heirs-at-law of the 
testatrix. 

HELD: Affirmed. The court found a 
specific intent on the part of the testatrix 
to leave the trust fund for the benefit 
of a specific purpose, viz., for use by 
Salvisa Presbyterian Church. A reading 
of the entire will failed to disclose any 
language indicating a general charitable 
intent. Speaking of the church rule, the 
court said: 


“Appellants cite a long line of cases to sup- 
port their position that in the absence of a pro- 
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vision for reverter there can be no reversion 
of property given to a Presbyterian Church be- 
cause of the rule above set out. A reading of 
these cases discloses that the property was 
either owned outright by the Church; or the 
fund was given directly to the trustee of the 
Church and not to a separate trustee or the 
question involved the right to the property 
upon a division in the Church. Here we have a 
trust fund created and placed in the hands of 
a separate trustee with directions to pay the 
income from the fund to the Salvisa Presbyter- 
ian Church.” 


COMMUNITY PROPERTY — Gift Causa 
Mortis Valid as to One-Half 


California—Supreme Court 


Odone v. Marzocchi, 34 A. C. 499 (Nov. 15, 
1949). 


Maria Odone, a married woman, before 
going to a hospital on December 16, 1945, 
handed her friend, Marzocchi, a package 
of currency amounting to $5400, and on 
December 28 signed a paper reciting “I 
have made a gift in case of my death to 
my friend, Peter Marzocchi, of $5400 in 
cash which I want him to have for his 
own use in case I should die. If I re- 
cover my health, he will return it to me.” 
Maria died January 5, 1946. The $5400 
was community property of Maria and 
her husband. 


HELD: (1) This being a gift causa 
mortis, it is equivalent to a testamentary 
disposition and Maria, therefore, had the 
power to dispose of one-half of the 
$5400 without her husband’s consent. (It 
is stated by way of dictum that such a 
gift would be voidable by the husband 
as to the whole of it during her lifetime, 
but upon her death may be avoided by 
him as to one-half only.) 


(2) Since the $5400 was community 
property and is therefore liable for the 
husband’s debts, which debts include last 
illness and funeral expenses of the wife, 
these expenses should be charged against 
the $5400. As they had been paid by Mar- 
zocchi, it was directed that these ex- 
penses be deducted from the $5400 and 
the balance divided equally between the 
husband and Marzocchi. 


NOTE: This case is one of first im- 
pression in California and, as far as the 
present writer knows, anywhere, upon 
a causa mortis gift of community prop- 
erty by a wife. 


CONFLICT OF LAws — Proceeds of 
Realty Sale Governed by Law of 
Situs 


Kentucky—Court of Appeals 


Gaskins v. Gaskins, 311 Ky. 59, 233 S.W. (2d) 
374. 


This suit was brought by the heirs-at- 
law of the intestate, who died a resident 
of Georgia, for sale and division of real 
estate owned by him and located in Ken- 
tucky. The widow and a creditor filed 
claims against the proceeds of this sale, 
both of which were denied by the lower 
court. 


By virtue of a judgment of the Georgia 
court, in an ex parte proceeding, the 
widow was allowed the sum of $5,000 for 
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support to be paid out of the funds of 
her husband’s estate. This allowance is 
specifically provided for by Georgia 
Statute and constitutes a preferred claim 
against the estate. The widow claims 
that she has a valid judgment for $5,000 
against the estate of her deceased hus- 
band, and that under the full faith and 
credit clause of the Federal Constitution, 
the courts of Kentucky must recognize 
the Georgia judgment. 


HELD: Affirmed. The descent and dis- 
tribution of real property is governed by 
the laws of the state of its situs to the 
exclusion of foreign laws even though 
the realty has been converted into cash, 
because the proceeds remain impressed 
with the character of real estate for the 
purpose of determining its recipients. 
The claim of the creditor, who held mort- 
gage notes executed by the deceased, is 
in a different category, but no appeal 
having been taken by him, he was not 
before this court. 


DISTRIBUTION — Exercise of Domin- 
ion is Inconsistent with Renuncia- 
tion of Devise 


Pennsylvania—Supreme Court 
Minner v. Pittsburgh et al., 363 Pa. 199. 


In an action for injuries sustained on 
December 29, 1945 as a result of a de- 
fective sidewalk, judgments were entered 
against the City and the owners of a 
one-third interest in the premises at the 
time of the accident. The owner of the 
other two-thirds interest was not served 
and did not appear. The defendant own- 
ers had acquired title by devise under a 
will of a decedent who had died July 5, 
1945. A mortgage and delinquent taxes 
against the property exceeded its market 
value. 

The defendant owners, with the owner 
of the two-thirds interest, conveyed the 
property to third parties by general war- 
ranty deed, dated June 17, 1946, and 
duly recorded. The defendant owners con- 
tended that under the circumstances, the 
devise to them was inoperative. The 
lower court rejected this contention and 
the defendant owners appealed. 


HELD: Affirmed. There is no basis in 
human experience for inferring, from the 
mere act of giving or devising, that a 
designated recipient has accepted a gift 
or devise which is not only without any 
pecuniary value, but which would be a 
financial millstone around his neck. The 
conveyance, however, on June 17, 1946, 
conclusively showed that the defendant 
owners did not in fact renounce, but in- 
stead accepted the devise and exercised 
dominion over the property. 


DISTRIBUTION — Instructions Outside 
the Will Invalid — Escheat 


Washington—Supreme Court 
Estate of Marshall, 135 Wash. Dec. 165. 


The testatrix bequeathed her estate 
to her executrix with directions to fol- 


low “the instructions that I shall give 
her in writing and verbal.” The execu. 
trix filed her final report and petition 
for distribution in which she asked that 
the residue be distributed to various in- 
dividuals named in a letter written by 
the testatrix nearly eighteen months sub- 
sequent to the date of the will. The State 
of Washington objected to the distribu- 
tion on the ground that the executrix 
was attempting to have the estate dis- 
tributed to persons not mentioned in the 
will. The court approved’ the report in- 
sofar as it related to the allowance of 
claims and the expenses of administra- 
tion, and decreed that the residue of the 
estate escheat to the State of Washing- 
ton. The executrix appealed, objecting 
that the State attempted to contest the 
will after the expiration of the six- 


month statutory period within which a | 


will may be contested. 

HELD: Affirmed. The State admitted 
the validity of the will and challenged 
only the effort of the executrix to dis- 


tribute the estate to persons not men- 


tioned in the will itself. The Supreme 
Court refused to consider the contention 
that the letter should be considered as 
part of the will because a statement of 


facts was not filed in accordance with 


the court rule and the letter was not 
attached to nor made a part of the will, 
nor was it mentioned in the order admit- 
ting the will to probate. 


Joint TENANCY — Presumption of 
Voluntary Act Prevails 


Pennsylvania—Supreme Court 
Snoder v. Lenhart, 363 Pa. 371. 


In April, 1946, decedent, a childless 
widower, 76 years of age and suffering 
from cancer, sold his farm and deposited 
the proceeds in a savings account. A few 
days later he transferred the account to 
himself, his brother who had assisted in 
the sale of the farm, and his brother’s 
son, jointly with right of survivorship. 
In June 1946, he died and the savings 
account balance represented his entire 
estate. 

A niece filed a bill in equity seeking to 
have the brother and nephew declared 
Trustees of the fund and to compel them 
to account for the fund as part of de- 


cedent’s estate, alleging a confidential re- | 


lationship between them and decedent. 
The evidence disclosed no mental impair- 
ment of decedent and there was testimony 
of a disinterested party that decedent 
had stated on several occasions that his 
brother and nephew were to have the 
fund. The bill was dismissed and the 
niece appealed. 

HELD: Affirmed. The confidential re- 
lationship was not proved and the crea- 
tion of the joint account was admittedly 
decedent’s own act. Therefore, there is 
a presumption that the transaction was 
a voluntary act of decedent and there 
being no evidence to rebut it, the pre- 
sumption prevails. 
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JuRISDICTION — Effect of Increase in 
Value of Corpus on Prior Adjudica- 
tion of Rights Therein 


Illinois—Appellate Court 
Mead v. Garrison, 338 Ill. App. 453. 


Decedent died testate in February of 
1929. In her will she directed that a 
2l-year trust be established in the 
amount of $50,000, to be invested in farm 
mortgages. The income therefrom was to 
be paid to Knox College which would re- 
ceive the corpus upon the termination of 
the trust. The balance of the estate was 
to be converted into cash and divided 
equally among certain designated bene- 
ficiaries. 

In 1935 plaintiff, individually and as 
executor and trustee under the will, filed 
a complaint in which the College, its trus- 
tees and the residuary legatees were all 
named parties defendant and properly 
served. Defendants all defaulted. The 
order of the court entered in conformity 
with the prayer of the plaintiff took 
jurisdiction of the trust, ordered the 
trustees to hold the remaining assets of 
the estate, which comprised inter alia 
farm lands, the aggregate value of all 
of the assets being less than $50,000. The 
Court further found that the farm lands 
could not be sold advantageously at that 
time, and, therefore, ordered the trustee 
to pay the net income thereof, as well 
as that from the other assets, to the 
treasurer of Knox College annually, un- 
til such time as the farm lands could be 
sold pursuant to order of the Court. 


The estate was closed in October, 1935. 
In December of 1947, plaintiff, as trustee 
and executor under the will of the de- 
cedent, again filed a petition for instruc- 
tions designating the same defendants 
as in the 1935 action. He alleged that 
the trust provisions had not been com- 
plied with and, therefore, a trust was 
not established, that the land had in- 
creased in value and he held over 
$100,000 available for distribution. The 
lower court entered a decree ordering the 
trustee to retain $50,000 to establish the 
testamentary trust fund and to pay the 
excess pro rata to the residuary legatees. 
It was further ordered that Knox Col- 
lege, which had received net income of 
over $42,000 since 1935, refund to the 
plaintiff the difference between the sum 
paid and the amount which would have 
been paid on $50,000 at the prevailing 
rate of interest, or about $9,000. The 
College appealed. 


HELD: Reversed. The 1935 decree was 
res adjudicata. A court of equity has 
power to du whatever is necessary to 
preserve a trust, including modification 
of the terms thereof. The original decree 
attempted to give effect to the intent 
of the testator and directed the trustee 
to hold the lands as trust corpus; that 
intention cannot be reascertained and 
relitigated with each varying economic 
wind. The mere fact that the property 


January 1950 


increased in value cannot be construed 
to nullify the trust and restore the 
parties to their pre-1935 position. 


PoweErs — Limitations — Discretion- 
ary Authority to Invade Corpus 
Not Unlimited — Power to Make 
Binding Construction 


Illinois—Appellate Court 


Walliser v. Northern Trust Co., 338 Ill. App. 
263; 87 N.E. (2d) 129. 


Decedent created a testamentary trust 
providing in part that 80% of the net 
income should go to his son and the re- 
maining 20% to his niece. In the event 
that the income to the son was less than 
$1,800 per year, the trustee was author- 
ized to invade the principal to make up 
the difference for such further amounts 
as may “become necessary for the ade- 
quate care, support and maintenance” of 
the beneficiary. Clause 7 of the will pro- 
vided that all heirs, other than those 
named in the will, were disinherited and 
that in the event of a dispute over the 
construction of any provision, the execu- 
tor or trustee was to confer with the 
testator’s attorney and their joint judg- 
ment should be conclusive and binding 
on all beneficiaries. 


Plaintiffs, the son and niece named in 
the will, filed a complaint to have the 
trust declared null and void on _ the 
ground inter alia that the trustee was 
granted such unlimited discretion to in- 
vade the corpus as to render the trust 
void, and the 7th clause was contrary to 
public policy in attempting to oust a 
chancery court of jurisdiction. The lower 
court dismissed the complaint. 


HELD: Affirmed. Under recent author- 
ities, a clause authorizing a trustee to 
draw upon the corpus where necessary 
for the adequate support and mainten- 
ance of the beneficiary, does not give the 
trustee absolute and unlimited power, 
but sets forth a sufficient standard, and 
a court of equity will restrain any exer- 
cise of the power without reference to 
the conditions imposed. 

The 7th clause does not in intent or 
effect prevent a court of equity, at the 
request of the beneficiaries, from con- 
struing a will. It merely represents an 
effort of the testator to avoid disputes 
and litigation over his estate, and make 
his testamentary intentions known to his 
beneficiaries. Furthermore, the provisions 
could be reviewed without altering the 
testamentary scheme of distribution, and 


therefore, does not constitute a valid 
ground for declaring the trust null and 
void. . 
Spouse’s RIGHTS — Trust Income 


Shares Pro Rata Reduction Where 
Wife Elects Against Will 


Iowa—Supreme Court 
Bening v. Eischeid, 39 N.W. (2d) 299. 


Testator willed his estate in trust, the 
trustee to pay from the income $50 per 
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month to the widow and discretionary 
additional amounts for her support, the 
remainder of the net income to be di- 
vided equally between the two defend- 
ants. Upon the widow’s death, the trust 
was to terminate and an undivided one- 
third to pass in equal shares to the two 
plaintiffs and the remaining two-thirds 
in equal shares to the two defendants. 
The widow elected to take her statutory 
one-third, instead of the payments under 
the will. 


The trial court held that the defend- 
ants’ interest in the income during the 
widow’s lifetime should not bear its pro- 
portionate burden of the diminution of 
the estate caused by the widow’s elec- 
tion. An Iowa statute (Section 633.14) 
provides in part, “. . . all amounts neces- 
sary to be paid from the estate of a 
testator in disregard of or in opposition 
to the provisions of a will, shall be taken 
ratably from the interests of heirs, de- 
visees, and legatees.” 


HELD: The loss by reason of the re- 
nunciation of the widow should be spread 
ratably over each gift, both of income 
and remainder, the court saying: 

“It does not appear that a ratable sharing of 
the loss will be inequitable or contrary to testa- 
tor’s intent. There is nothing in the will or the 
circumstances to indicate testator intended that, 
in the event his widow elected to take her dis- 
tributive share, testator’s niece and nephew 
should receive all the net income from the 
trust.” 


TAXATION — Estate and Inheritance 
— Construction of Provision Di- 
recting Executor to Pay Estate Tax 
on “My Estate” 


Rhode Island—-Supreme Court 
Union Trust Co. v. Watson, 68 A. (2d) 916. 


In 1940, the testator executed an in- 
surance trust and a will. The insurance 
trust provided that if any estate or in- 
heritance tax had to be paid because of 
that transfer, it should be paid out of 
the principal of the trust fund. The will 
provided that the executors should pay 
“the expenses of administration of my 
estate” and defined such expenses as in- 
cluding all estate and inheritance taxes 
payable to federal and state governments. 
In 1946 the testator executed a new 
will, including in such expenses all such 
taxes payable “by reason of the occasion 
of my death.” 


This bill in equity was brought to de- 
termine whether the executors should pay 
that portion of the estate tax attribut- 
able to the inclusion in the gross estate 
of the corpus of the insurance trust. 


HELD: The federal estate tax should 
be apportioned between the estate pass- 
ing by the insurance trust and the estate 
passing under the will. When the trust 
and will were drawn in 1940, the testator, 
by a provision in each instrument for the 
payment of taxes, clearly indicated his 
intent that the taxes should be appor- 
tioned. The cause added in the later 
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will, “by reason of the occasion of my 
death,” did not shift to the estate the 
burden of the tax on the trust since 
it gives no clear indication that the 
testator intended the interpretation of 
“my estate” to be changed from its 
natural meaning of property to which 
title is held at death. A provision in a 
will that taxes be paid out of the gen- 
eral estate applies only to taxes on prop- 
erty passing under the will, unless it 
clearly states that it applies to taxes on 
property other than passing under the 
will. 


TAXATION — Estate and Inheritance 
Tax Charged Against Residue 


Minnesota—Supreme Court 
Gelin v. Gelin, decided Dec. 16, 1949. 


The decedent by his will directed the 
executrix to pay cost of last illness, fun- 
eral expenses and “costs of administra- 
tion.” He then devised to his wife cer- 
tain real and personal property and the 
residue of his estate to his son Robert. 
In addition to the probate property there 
were certain insurance policies upon the 
decedent’s life payable to the son, a Gov- 
ernment bond payable on death to the son, 
certain insurance policies payable to the 
widow and certain properties held by the 
decedent and the widow as joint tenants. 
The son was a child of the decedent’s 
former and divorced wife. 

The executrix (who was the widow) 
in due course paid from the probate 
estate the entire amount of the Federal 
Estate Tax less a sum advanced by the 
son to prevent sale of certain residuary 
real estate. The son contended that it 
was the testator’s intent as manifested 
by his will that the burden of the Federal 
Estate Tax should be pro rated in ac- 
cordance with the benefits of the bene- 
ficiaries under the will; that in the ab- 
sence of the expression of such an intent 
the failure of the testator so to direct 
created a presumption that he intended 
the burden of the tax to be spread pro- 
portionately among the beneficiaries; and 
that in any event on equitable principles 
the Federal Estate Tax should be ratably 
apportioned between the son and the 
widow in accordance with the assets re- 
ceived by them. The Probate Court and 
the District Court in turn approved the 
Final Account which’ showed the charge 
of the tax against the residue. 


HELD: Affirmed. There was nothing 
in the will which constituted a direction 
to pay the tax from designated assets in 
the estate; therefore one must look to 
statutes or common law principles to de- 
termine where the burden of the tax 
must fall; Minnesota has no applicable 
statute and the majority rule elsewhere 
is that the Federal Estate Tax is pay- 
able from the residue of the estate and 
no portion thereof shall be assessed 
against property specifically devised un- 
less the residue is insufficient to pay the 
tax; Minnesota should follow the ma- 


jority rule; if any change is necessary, 
it should be provided by legislative en. 
actment. 


TAXATION — Estate and Inheritance 
— Recognition of Status Acquired 
by Valid Decree of Adoption in An- 
other State Contra to Taxing State 


Illinois—Supreme Court 


McLaughlin v. People, 403 Ill. 493; 86 N.E, 
(2d) 229. 


Decedent died a resident of Connecti- 
cut, where her will was probated. She 
possessed testamentary powers of ap- 
pointment over real estate located in IIli- 
nois, which powers she exercised in her 
will in favor, inter alia, of her adopted 
daughter. Some months prior to her 
death, decedent, in accordance with the 
laws of Connecticut, had legally adopted 
the appointee, who was then 48 years of 
age. Under the laws of Illinois, one who 
has attained majority is not eligible for 
adoption. Section 1 of the Illinois inher- 
itance tax act provides the highest ex- 
emption and the lowest tax rates “when 
the beneficial interest to any property 
or income therefrom shall pass to or for 
the use *** of any child or children 
legally adopted.” 


In the ancillary inheritance tax pro- 
ceedings, the Illinois County Court en- 
tered an order assessing the tax against 
the appointee at the lowest possible ex- 
emption and highest possible rate on the 
ground that she was a stranger and 
unrelated to the decedent. On appeal, the 
Attorney General contended that, since 
it is impossible to adopt an adult under 
the laws of Illinois, the phrase “any 
child or children legally adopted” as used 
in Section 1 refers only to persons who 
have been legally adopted during min- 
ority. 


HELD: Reversed and the cause re- | 


manded. Prior to 1919, Section 1 of the 
inheritance tax act included the phrase 
“any child or children adopted as such 
in conformity with the laws of the State 
of Illinois.” In 1919 this section was 
amended as set forth above. Obviously, 
the legislature intended to make a change 
in the law. The effect of the amendment 
was to change the law as to tax rates and 
exemptions by enlarging the class of 
adopted persons to include all persons 
legally adopted under the laws of this 
state, or any other state. 


WILLs — Construction — Bequest of 
Specific Sum to Residuary Estate 
Held General Bequest 


New York—Appellate Division, Second Dept. 
Matter of Schlegel, 92 N.Y.S. (2d) 622. 


The will created a $60,000 trust fund. 
Upon the death of the life beneficiary 
$35,000 was directed to be paid to desig- 
nated beneficiaries. There was a further 
direction “to add the remaining twenty- 
five thousand dollars of said principal 
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sum to my residuary estate.” The trust 
fund was insufficient to pay both of the 
specified sums in full. The residuary leg- 
atee contended that the $25,000 bequest 
was a general bequest, on a parity with 
the $35,000 bequest. 


HELD: The $35,000 bequest is pre- 
ferred over the bequest of “the remain- 
ing $25,000 *** to my residuary estate.” 
The latter provision is not a general 
bequest and is merely a residuary be- 
quest. A residuary legatee is not entitled 
to anything until all debts and prior 
legacies are paid. 


Intention to Disinherit Relatives 
Insufficient Where No Alternative 
Bequest Made 


New York—Surrogate’s Court, Westchester Co. 
Matter of Martin, N.Y.L.J., Dec. 5, 1949. 


The testator made specific and general 
bequests without disposing of her resid- 
uary estate. The will provided: “I do 
not have any blood relatives that I know 
of and if there should be any they are 
very distant, and therefore I expressly 
state that none of my estate is to go to 
any such relatives of mine, should the 
same exist.” It was urged that there was 
an implied gift of the residue to the 
named legatees, in the proportion that 
the value of their respective legacies bore 
to the aggregate value thereof. 


HELD: Expression of intent to dis- 
inherit the relatives does not bar in- 
testate rights. To do so, the property 
which otherwise would pass as in in- 
testacy must be validly disposed of. The 
contention that the legatees should share 
in the residue is not sound, as the will 
does not disclose an intent to give them 
any amount in excess of the amounts 
of their general legacies. The decedent, 
therefore, died intestate as to the resid- 
uary estate. If the blood relatives cannot 
be found the residuary estate will 
escheat. 


WILLs — Construction — “Heirs at 
Law” Inapplicable Where No Real- 
ty 

United States—District Court, D. of C. 


Union Trust Co. v. Diller, 77 Washington Law 
Reporter 1167. 


Testatrix, under a residuary clause of 
her will, disposed of her real and per- 
sonal property to her heirs at law and 
next of kin in accordance with the laws 
then in force in the District of Columbia. 
The residue consisted only of person- 
alty. The corporate executor filed a com- 
plaint for construction of the residuary 
clause. The residue was claimed by first 
cousins and second cousins once and 
twice removed. The parties conceded that 
the laws referred to in the will relate 
to those concerning intestate succession. 


HELD: It is a well established prin- 
ciple of testamentary construction that 
in the event of ambiguity a construction 
will be favored that will dispose of the 
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property in the manner in which the law 
would dispose of it had the testatrix died 
intestate. If the testatrix had died intes- 
tate, the estate being personalty, there 
would be no question but that the prop- 
erty would pass to the first cousins to 
the exclusion of the second cousins. The 
phrase “heirs at law” is inoperative for 
the reason there is no realty upon which 
it can act. 


WILLs — Construction — Wife Takes 
as an Heir 


Indiana—Appellate Court 
Robbins v. Springer, 88 N.E. (2d) 573. 


The decedent made the following testa- 
mentary provisions: “In the event my 
sister . . . should die prior to the date of 
my death, ...I .. . bequeath the 
one-third share of my estate which said 
decedent would have received, if she had 
survived me, to the child or children of 
said decedent, or their heirs, to be divided 
according to the laws of descent of the 
State of Indiana.” 

The sister predeceased the testator, 
being survived by two children, one of 
whom also predeceased the testator leav- 
ing a wife. The question was whether the 
wife was an “heir” of the child so as to 
participate in the bequest. 

HELD: The word “heirs” when used 
in a will may mean heirs of the blood 
only, but that meaning can not be given 
to the word unless it clearly appears 
that it was used in that restricted sense. 
While a wife was not an heir at common 
law, the word can not today be disasso- 
ciated from statutory provisions of de- 
scent. When the testator used the word 
in his will he had in mind those who 
would take by the laws of descent as pro- 
vided by Indiana statute. The wife was 
entitled to take as an heir. 


WILLs — Probate — Issue of Men- 
tal Capacity 


Nebraska—Supreme Court 
In re Hunter’s Estate, 38 N.W. (2d) 418. 


Testatrix named a nephew as sole bene- 
ficiary. The will was contested on the 
ground of lack of mental capacity. The 
Jury denied probate. 

HELD: Affirmed. 1. Burden of proving 
mental capacity rests throughout on pro- 
ponent and never shifts, but after prima 
facie case is made by proponent, burden 
is then on contestant to introduce suffi- 
cient evidence to support a finding by the 
jury that testatrix did not have mental 
capacity to make a will. 

2. The presumption that testatrix had 


mental capacity to make a will is not - 


evidence but it may take the place of 
evidence, unless and until evidence ap- 
pears to overcome or rebut it; and when 
evidence sufficient in quality appears to 
rebut it, the presumption disappears.. 
3. On appeal to Supreme Court, cause 
is not tried de novo. In testing the suf- 
ficiency of the evidence to support the 
finding of lack of mental capacity, the 
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evidence will be considered in the light 
most favorable to appellee; any contro- 
verted fact will be resolved in his favor 
and he will be given the advantage of any 
inferences that can reasonably be deduced 
therefrom. 


WILLs — Probate — Probate Denied 
Where Clause Appointing Execu- 
tors Followed Signatures 


New York—Surrogate’s Court, Bronx Co. 
Matter of Winters, N.Y.L.J., Dec. 9, 1949. 


The subscribing witnesses testified 
that when the will was signed the clause 
appointing executors followed the signa- 
tures of the testator and the witnesses, 
but that such clause was in the document 
before execution. 


HELD: The will is denied probate, be- 
cause the paper was not “subscribed by 
the testator at the end.” 


WILLs — Probate — Testamentary 
Capacity — Undue Influence 


Washington—Supreme Court 
Estate of Kessler, 135 Wash. Dec. 145. 


The testatrix executed her will when 
she was 81 years of age, disinheriting her 
invalid daughter and naming the appel- 
lant sole beneficiary. The daughter’s 
guardian contested the will on the 
grounds that testatrix lacked testa- 
mentary capacity and acted under co- 
ercion and undue influence. The trial 
court concluded that the testatrix was 
mentally incompetent to make a will. 


There was evidence that the testatrix 
was suffering senile dementia, a progres- 
sive ailment during which one has pe- 
riods when mental balance is regained 
to such an extent that he may meet the 
tests of testamentary capacity. There 
was evidence with reference to peculiar- 
ities and eccentricities manifested by the 
testatrix indicating mental weakness, and 
medical testimony to the effect that she 
was considered incompetent but at times 
had ability to understand and transact 
business. 


On the date of making her will, the 
decedent, at the instance of the appel- 
lant, visited a justice of the peace to 
make a will. The justice of the peace 
declined to prepare the will because of 
decedent’s apparent condition. Later the 
appellant accompanied decedent to the 
office of an attorney who prepared the 
will in question. The attorney testified 
that decedent told him about her daugh- 
ter and why she did not want to leave 
her anything and why she wanted to 
make appellant her beneficiary. The at- 
torney concluded from his conversation 
that the decedent was fully competent to 
make a will. 


HELD: Affirmed on the ground that 
the will was void because of undue in- 
fluence. Testatrix had certain periods of 
capacity, and proof on lack of capac- 
ity at the time the will was made 
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was not of the character to justify set- 
ting it aside. However, owing to de- 
cedent’s physical and mental condition, 
she was more susceptible to influence 
than a normal person would ordinarily 
have been, and it appeared from the 
record that the mind of the testatrix 
was subjected to the will of the appel- 
lant. The influence to make a will in favor 
of appellant went far beyond mere ad- 
vice or suggestions and became the mov- 
ing factor which caused the testatrix to 
disinherit her invalid daughter and name 
the appellant as sole beneficiary. 


WILLS — Probate — Will Not Re- 
voked by Divorce 


Massachusetts—Supreme Judicial Court 


Hertrais v. Moore, 1949 A.S. 1113; Nov. 30, 
1949. 
Mrs. Moore obtained a divorce from 


her husband Robert, by whom she had 
had two children. Subsequently she mar- 
ried Hertrais. Then the first husband 
died, leaving a will, executed before the 
divorce, by which he bequeathed his en- 
tire estate to his wife. At the time of 
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the divorce the parties had made a prop- 
erty settlement. The guardian ad litem 
for the children contended that the will 
had been revoked by implication of law 
under G. L. 191, §8, by reason of the 
change in conditions. 


HELD: The will was not revoked by 
the divorce and subsequent mariage of 
the wife. 

NOTE: The practical effect of the de- 
cision is to limit revocation by operation 
of law to cases coming under G. L. 191, 
§9, i.e., subsequent marriage. 
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Fiduciary Elections 

Associated Trust Companies of Cen- 
tral California elected the following of- 
ficers for 1950: 

President: J. B. Chamberlain, Pacific 
National Bank, San Francisco: 

Vice President: Merl McHenry, Bank 
of America; 


Secretary: David L. Anderson, Central 
Bank, Oakland. 
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General Life Underwriters in the fields of estate planning, business insur- 


ance, pension trusts and other types of employee pension plans. 


These contacts frequently lead to new business possibilities for a Trust 
Department through the widespread operations of the Connecticut Gen- 


eral Underwriter: 


So, when a card bearing the Connecticut General name is handed to you, 
you will meet both a cooperative planning specialist and a man who may 


bring valuable new business to you. 
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